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This case is now on trial before the tribunal of the industrial 
world. It promises to be a cause celébre. The decision in this 
matter is of vital importance to millions of people, and untold 
millions of dollars are at stake. There have been many advocates 
pleading before this court who have told but one side of the 
question. In a plain and simple way, as a friend of those who 
wish higher wages, I ask to be permitted to make a plea for the 
defendant. I wish to have this chance to present the economic 
argument in favor of higher wages. It seems to me that the 
plaintiffs in this case now on trial—the labor unions—have not 
rendered full justice. I ask judgment for higher wages. 

In the past the unions have presented the grounds of their 
action; and they report they have had many difficulties in 
raising, and sometimes even in keeping up, wages. The position 
of the unions should be carefully examined, because—as we are 
pleading the cause of higher wages—it should be ascertained 
whether the union policy has been one which is likely to result 
in higher wages. Because of errors on the part of the unions, 
because of a misunderstanding of the causes regulating wages, 
the unions, while seeming to be working in favor ofthe working- 

*An address read at the banquet to the Citizens’ Industrial Association, 
St. Louis, Nov. 15, 1905. 
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men, have been acting against the real interests of the laborers, 
and against the future improvement of their standard of living. 
I shall try to enumerate briefly the things which have been 
wrongly managed : 

1. The unions have stimulated, rather than attempted to 
remove, the antagonistic class-feeling between the employer and 
the employee. This antagonism has not always existed. In 
earlier decades of our history the antagonism between the 
employing and the laboring class was far less in evidence. With 
the great increase of wealth, with the consequent envy excited 
by its proud display, with the growth of large cities, and 
especially with the influx of foreign immigrants steeped in the 
socialistic tenets of Europe, there has come a pronounced change. 
The talk of arraying the masses against the plutocrats is now 
frequently bandied about. 

In the earlier days the gap between the ordinary workmen 
and the employer was inappreciable; and comparisons between 
their possessions were not suggestive of ill-feeling. About 1840, 
daughters of self-respecting Americans worked in the cotton 
mills of New England; and yet the wages were sma!! as com- 
pared with those now earned by workers many grades lower in 
intelligence. In fifty years the actual money wages have 
doubled ; the money buys more of goods lowered in price; and at 
the same time the hours of labor have fallen from fourteen to 
sixteen per day to eight or ten. These gains, moreover, were 
obtained before the activity of labor unions, and must be 
attributed directly to the increased productivity of industry, 
which, by increasing the efficiency of labor and capital, increased 
the quantity and value of the output, and thus allowed the 
capital its old remuneration, while adding largely to the wages 
of labor. The standard of living among workmen is higher than 
it has ever been, higher than it is among most competing 
nations. 


2. The unions have encouraged the theory of a right to 
ownership in the product made-by labor, capital, and manage- 
ment. So long as great fortunes are accumulated in the United 
States, the fact itself is taken as a proof that labor is not 
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receiving its due share of the results of production, without any 
real attention to the economic principles regulating the payments 
to capital and the other factors of production. It is believed 
that additions to the wages of labor can be exacted as long as 
any large profits are taken out of a business by the owners. 
The rank and file of the laboring class fully believe that there 
is no economic reason why the wages, for instance, of a plumber, 
now receiving $4 a day, should not be increased to $10, or even 
to $50 a day. As a consequence of this widely accepted belief, 
when by strikes and pressure the employers are led to give an 
increase of wages, it must not be supposed that this rise will 
produce satisfaction and peace. Far from it; the grant of the 
increase is regarded as evidence that more will be disgorged 
of what belongs by rights to labor, if only pressure enough is 
applied to the employers. Give an inch, and very soon an ell will 
be demanded. The theoretical basis, therefore, of much of the 
agitation for higher wages is to be found in the belief that 
large fortunes are necessarily accumulated at the expense of 
the laboring class, without regard to the other necessary 
elements in production. And this point of view explains clearly 
why there is such eagerness in certain quarters to legislate 
against large fortunes. 

3. The unions feed their members chiefly on socialistic and 
un-American literature. In the main, the literature of socialism 
and unionism is indistinguishable. Of course, many unionists 
are not socialists; but the literature actually read, if at all, by 
the unions, is the inheritance of Marxianism, a brew of all the 
different theories of European radicals, assuming specific form 
or expression according to the individuality and eccentricity of 
the prophets of the “new order.” From this source is derived 
the common belief that it is labor which has created the value 
in the product of industry. There is no denying the widespread 
diffusion of this idea; and it inspires the unions to make prac- 
tical demands based upon this theory. In the Homestead strike, 
some years ago, a very emphatic claim was made by the laborers 
to ownership in the establishment. Such points of view may be 
visionary, but their enforcement by unions in specific acts makes 
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up a part of the practical situation which employers have to face. 

4. They have approved the mistaken policy of “making 
work.” There is no doubt whatever that restriction of the out- 
put—or “making work”—is widely prevalent; and yet its 
existence is frequently denied by the unions. The basis of this 
policy seems to be found in the history of its origin given by 
labor leaders.? It is claimed that the employers, wishing to get 
the maximum work out of the laborers, introduced an unusually 
swift workman, called a pace-maker, whose results must be 
equaled by all other workmen. Or, if piece-work were intro- 
duced, when very active men began to earn high daily wages, 
the price paid per piece was reduced, so that ordinary effort 
earned very low wages. To meet this policy of grasping 
employers, it is said that the unions found the limitation of out- 
put to be necessary. This explanation, however, is disingenious. 
With most laborers there is a belief that work, or employment, 
is limited, and if a particular job can be prolonged, they get so 
much more out of the employer; that such acts are ruinous to 
the efficiency of production, raise the prices of products, and 
prevent employers from getting contracts and offering future 
employment, seems beyond the vision of many unions. As a 
rule, they demand all they can get, by dint of threats and force, 
and leave it to the employer to overcome the increased cost as 
best he may. 

5. Finally, the unions have wrongly based their whole course 
of action on the principle of a monopoly of the supply of laborers 
in a given occupation. A monopoly is obviously effective in 
regulating the price of anything only if the monopoly is fairly 
complete; it must control the whole supply. Moreover, there 
must be a demand sufficient to take off all the existing supply, 
or the price is likely to fall. Thus, there must not only be an 
active demand for labor from employers, but, in order to regulate 
the price, the unions must control all of the labor then available. 
This, in brief, is the real stumbling-block of unionism in America. 
In fact, the unions include only about 7 per cent. of the total 


7Cf. Thomas I. Kidd, American Economic Association, 1904, p. 196. 
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body of laborers.* This result is true in spite of the proclaimed 
intention to include in a union each worker of every occupation, 
and then to federate all the unions. In some one locality, how- 
ever, it is possible that all of a certain employment may be 
included in the membership. 

In view of these facts, the theory of a monopoly effective on 
the whole supply, fails, and becomes a theory of an artificial and 
only partial monopoly, working to establish a price above that 
which will insure the employment of the whole supply of com- 
peting laborers. This situation, consequently, means always and 
inevitably the existence of non-union men, against whom the 
unions must constantly wage war. Under this system, high 
wages for some within a union can be maintained only by the 
sacrifice of others without the union. In short, the union scale 
of wages can be kept only by driving all other competitors from 
the field. The monopoly is only artificial, not real. 

It will be objected by union leaders that it is their policy to 
gather every laborer into the union, and thus eventually control 
all the supply in an invincible monopoly. The unions, however, 
although the practice varies, do not admit all comers.* But, if 
all laborers were unionists, the situation would be the same, as 
regards supply, as if there were no unions. In that case, could 
the unions maintain the “union scale” of wages? Not if the 
union scale is above the market rate. If the whole supply of 

5In 1900 there were 29,074,117 (23,754,205 male) persons engaged in gain- 
ful occupations over ten years of age. John Mitchell (Organized Labor, chap. 
6, p. 87) reports, in 1902, 10,705 delegates to the American Federation of Labor. 
At 100 members for each delegate, the legai membership should be 1,070,500. 
Writing a short time after, Mr. Mitchell estimates the actual membership at 
about 2,000,000. Probably this is now too high a figure, because of dissensions 
and failures of strikes. 

*“Machinery has robbed many industries of the oldtime skill required by 
the artisan. The logical outcome of a lack of an apprenticeship system would 
be that boys would fill our shops and factories at a much lower wage than is 
now received by men. The men would be walking the streets in a vain search 
for employment. This might result in lessening the cost of production to some 
degree, and to that extent the public might be benefitted, but society on the whole 
would lose more than it would gain.”—Thomas L. Kidd, American Economic 


Association, ante cit., p. 198. This quotation is a full admission of the impossi- 
bility of keeping up wages, if unions admit freely all who apply. 








134 JOURNAL OF POLITICAL ECONOMY 


laborers is thus introduced into the field of employment, then the 
rate of wages for all in any one occupation can never be more 
than that rate which will warrant the employment of all—that 
is, the market rate. Also wholly aside from the influence of 
demand, in order to control the rate of wages, the unions which 
include all laborers must effectually control, not only immigra- 
tion, but also the birth-rate. The impossibility of such a control 
everyone knows. Hence there is little hope for permanently 
higher wages by this method of action. 

6. The outcome of such an attitude has been a series of acts 
of violence which have shocked the civilized world. 

Inasmuch as the unions, particularly those composed of the 
unskilled classes, contain only a fraction of the available labor 
force, the existence of a large body of non-union men is a rock 
of offense standing in the way of the demands for a rate of 
wages, above that market price at which all of the supply would 
be employed. Hence a passionate hatred of the non-union man, 
or “scab,” who is charged with being a traitor to his class, if 
he accepts less than the union scale. Although possessing only 
a partial monopoly, the unions act as if they had a complete 
monopoly of the labor supply; and, in spite of certain failure, 
they have created a code of ethics which justifies any act, 
whether illegal or unjust, which helps to maintain the artificial 
monopoly. The whole point of the union demand is admittedly 
that the “union scale” is above the market rate fixed by open 
competition. Obviously the union rate can be maintained only 
by limiting the supply of labor to members of the union and by 
driving out the non-union competitors. Consequently, the 
inevitable outcome of the present policy of many labor organi- 
zations is lawlessness, and an array of power against the state. 
Having only an artificial monopoly of labor, their purposes can 
be successfully carried out only by force and intimidation. 

An account of the brutal war carried on between union and 
non-union men would form very unhappy chapters in the life of 
our people. It calls forth the lowest passions of men who have 
not yet found the way to any moral growth; and, worst of all, 
it seems to befog the ethical vision of those who have had full 
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opportunity for knowing what is right and wrong, and what is 
good and bad for the state. The great mass of the laboring body 
are honest and law-abiding; the responsibility for the erroneous 
policy and its criminal consequences must be placed on their 
leaders, and on some economic advisers who have more heart 
than brains. The crux of the whole matter is in the incomplete 
control of the supply of labor by the unions. 

It is an indisputable fact today that, if law and order were 
enforced, if an employer were allowed without hindrance to hire 
any man he chose, if these men could go peacefully to work and 
be unmolested in the streets, if their families were not boycotted, 
a strike would almost never succeed. This is due to two things: 
(1) the large supply of competing labor; and(2) the fact that 
the very general introduction of machinery into all industries 
has reduced the necessity of having especially skilled men in 
as many processes as before. ‘A non-union contractor, with his 
lower wages and imported labor, would soon drive the union 
contractor out of business.”5 “The non-unionist is always the 
danger to the wage scale.”"® There is no doubt upon this point. 
It is therefore sheer stupidity to keep on trying to force the 
adoption of the union scale with no control over the whole supply 
of labor. It is not the fault of the non-union man that he must 
accommodate himself to the market conditions of labor. He 
is a human being; and he has rights as well as union men. 
Moreover, non-union men can soon better the output of «union 
men who restrict product. In certain shops in Chicago making 
printing-presses, heavy conveying machinery, sewing-machines, 
machine tools, steam valves, mill and mining machinery, and the 
like, a strike threw out of employment some 1,500 of presumably 
skilled workers. Almost immediately the shops were filled with 
new men, few of whom had ever done this kind of work. 
Within three months, with the same hours per day, the green 
hands equaled or exceeded the output of those who had had years 
of experience. In fact, the potential adaptability and ingenuity 


‘John R. Commons, “Causes of the Unionshop Policy,”American Economic 
Association, ante cit., p. 156. 
*John G. Brooks, ibid., p. 163. 
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of the great body of American laborers must always be taken 
into account, as well as the fact of the whole supply. 

In short, the unions act as if an increase in the rate of wages 
could be determined by demands upon the employers, when in 
reality it is prevented by the actual facts of the supply of labor. 
Under these conditions the necessity of intimidating non-union 
men, of catching employers at a critical emergency when refusal 
is well-nigh impossible on any grounds, has become a fine art. 

7. Finally, as a result of an erroneous theory of unions, there 
has grown up a body of unwise and brutal leaders, demanded 
by the futile policy of an indefensible monopoly. Wrong-headed 
leaders are the inevitable consequence of a wrongly devised 
theory of unionism. 

There has thus been created a situation out of which has 
arisen a dangerous class of labor leaders. It is not claimed 
that all leaders are of this kind—far from it. But the situation 
—wrong and artificial though it is—demands a leader who will 
not stop at anything to gain his point. “Peaceful picketing” 
has become only a synonym for threats of violence. For a long 
time it has been believed that unions employed professional thugs 
to intimidate “scabs” and employers; but recently this has been 
carried on openly. The funds have been appropriated under the 
head of “educational methods.” In fact, picketing, boycotts, 
breaking heads, even murder, have been resorted to, to carry out 
the demands of the union, based on a theory that is economically 
indefensible. “I do not consider anything,” says C. P. Shea, 
president of the International Brotherhood of Teamsters, “a 
violation of an agreement that is done to uphold the principles 
of trades-unionism.” He represents the worst type of labor 
leader. 

It is a sad outlook for the honest majority of the laboring 
class. They are not to blame. Untrained in economic analysis, 
they necessarily trust themselves to the policy set by their 
leaders. Among these there are many notable exceptions—men 
of character and force; but, on the other hand, there are some 
dishonorable, unscrupulous, lecherous and pig-headed men, who 
would be a disgrace to any penal colony. Corrupt leaders of 
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this sort threaten empioyers with strikes and obtain “blackmail” 
which is appropriated for their personal use and indulgence. 
The ignorance, lack of business habits, and helplessness of the 
laboring classes has been seized upon by clever and designing 
men as a means of fattening their own purses, and getting the 
resources for the indulgence of their lowest vices. Leaders of 
this sort, who would never be trusted with a dollar in business 
life, find themselves in possession of tremendous power over the 
prosperity of great industrial concerns, over the convenience of 
the public, and over the very security of women and children in 
the highways and busy streets of the community. They will 
even embezzle the union funds—contributed painfully in small 
sums by the men who toil—and join in schemes for looting other 
union treasuries, by calling strikes. Unscrupulous employers 
have not been slow to see how to use such men for their own 
interest; and a group of employers in agreement with a group 
of unions have formed a combination to monopolize the work 
and trade in certain occupations. 

Nor has the bad influence of such leaders ended here. They 
have not hesitated to solidify their positions by bargains with 
local political managers to deliver the vote of the unions to 
certain tickets. In some cities the mayor, who is dependent on 
the labor vote for his re-election, has been put under such 
pressure by these leaders that the police force has been kept 
from preserving order when the union men are assaulting 
“scabs.” In ways such as these, acts of violence:and forms of 
rioting are tolerated or winked at, which are a disgrace to 
civilized society. And the effects of such doings are far- 
reaching. When youths of the laboring class observe that 
arrogance, bluff, and the appearance of force are a sufficient 
protection for inefficiency or even for crime they are not likely 
to grow up with a respect for the law. 


Nothing more than the above seems to be needed to show to 
anyone of common-sense that something is wrong with the case 
of the labor unions. Therefore it is now high time to present 
the case of the defendants—higher wages— and to ask the 
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court of last resort—the Court of Public Opinion—to overrule 
the false contentions of the unions, and to order an obedience to 
the principles which will not only insure higher wages now, 
but also provide a steady rise in the wages of future generations. 
In behalf of higher wages I here submit the following argu- 
ments : 

1. Productivity, or efficiency, is a reason for higher wages. 
To all students of economics this proposition has long been 
familiar; and why it has not been taken up and adopted by the 
labor unions is passing strange. Perhaps it reveals better than 
anything else the unfortunate unwillingness of certain groups of 
persons to train themselves in economics, and it shows their 
habit of reading only the literature which supports their precon- 
ceived opinions. The mental attitude of many persons is not 
one of inquiry and open-mindedness, but one of rigidity and 
narrowness quite medizeval. 

As long ago as Ricardo—and it was clearly expressed by 
John Stuart Mill—it was explained that an increase of pro- 
ductivity on the part of a laborer was a reason why wages could 
be increased without reducing the profits of the employer; while 
in recent literature, from F. A. Walker to J. B. Clark, the whole 
emphasis has been put upon the productivity of labor as the 
explanation of the causes of the fluctuations in wages; increase 
productivity and wages rise. This is not an abstruse, or difficult 
statement; it is only another way of saying that a skilled man 
gets more than an unskilled man. Every man’s experience will 
bear testimony as to the truth of this proposition. 

Now, having reached a general truth, based not only upon 
the thinking of the best economists, but also upon a common 
experience of all men, we may next ask: What is the explana- 
tion of this fact? In other words, why should increased 
productivity bring increased wages? Productivity, it is scarcely 
necessary to say, is the power to add to the quantity of product 
turned out in any industry, or to improve the quality of ©. 
article. The point then, is: Why is productivity worth more 
to the employer? The answer is as plain as day: Because, on 
merely selfish grounds, the employer will pay more for labor 
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which returns better results in product, for exactly the same 
reason that any man will pay more for a good horse than a poor 
one. Or, in the language of the economists, the thing which 
yields the greater utility, or satisfaction, will have the stronger 
demand, and—other things being equal—will bear the higher 
price. 

2. Here, then, we have the conclusion arrived at by the 
brightest minds in the economic world, who have devoted their 
lives to the study of the causes of wages. Have these conclu- 
sions been adopted by the labor unions as the basis of their 
conduct? If not, are the leaders of the unions, such as Shea, 
Driscoll, “Skinny”? Madden, and the like, better fitted by brains, 
study, and experience to lay down the action of unionists than 
these others I have just mentioned? Evidently they think they 
are; and they have proceeded to enforce the futile theory of an 
artificial supply of the market—when, in reality, the supply can- 
not be controlled. The assumption must inevitably be that the 
headstrong, self-seeking, brutal leader who freely counsels 
slugging and murder, is not a safe investigator into the prin- 
ciples regulating wages. 

And let me say here that I am not arguing against unions, 
which are a power to the workmen. I am speaking, not against 
unionism itselfi—which I believe in—but against the abuses and 
mistakes of unionism. 

3. If it be seen that, owing to the existing large number of 
non-union men, the unions always have had trouble in gaining 
their demands, what is to be done? How can unionists escape 
the inevitable competition of non-union men whose numbers 
keep down wages? Remember that I am making a plea solely 
in the interests of higher wages, believing that the unions are 
unfortunately working against that result, because of a limited 
understanding of the principles by which wages can be raised. 
The escape from the influence of over-supply, let me insist, can 
be effected solely by adopting the principle of productivity. By 
making entrance to a union dependent solely on efficiency in 
adding to production; by seriously setting to work to improve 
the quality of their workmanship; by furnishing the latest infor- 
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mation to members as to new devices, and new tricks by which 
dexterity, efficiency, and product can be increased; by systemati- 
cally aiming to reduce friction with employers; by putting a 
premium upon honesty, sobriety, punctuality, and steadiness— 
by these, and countless other ways which need not be mentioned, 
the membership can be made a picked body into which no shift- 
less, drunken, incompetent, or trouble-making man can gain 
admission. These latter must drop into the class of non-union 
men; and thus we should have a readjustment of laborers, by 
a natural and just evolution, in which union men are the 
exponents of productivity, and favored by employers, while the 
non-union men are the inferior class who are no longer capable 
of competition with unionists. 

4. It is next in order to emphasize one element of productivity 
which is of pre-eminent importance. A sympathetic relation 
and a helpful attitude between laborers and employers is an 
absolute essential to productivity. If two men are rowing in the 
same boat, can they afford to waste their strength in pulling in 
opposite directions? But that would be no more absurd than 
the violent struggles of today between employees and employers. 
The very first thing to do is to get together, and to stop fighting 
each other. An antagonistic attitude is wholly asinine. On the 
part of laborers, let them say to employers: What is there that 
we can do to increase the units of product, reduce the cost of 
manufacture, and help in increasing the sales? And, if we join 
you in these improvements, what consideration will you allow 
us, apart from the gains of living peacefully together? On the 
side of employers, also, an improved attitude is necessary. The 
employers have very often been thinking selfishly only of 
increasing their personal fortunes at the expense of their 
laborers; they have taken all they could get, and have given 
nothing in return; they have failed to reward increased efficiency, 
and have done many things superciliously to hurt the self-respect 
and manhood of their operatives. If, on the other hand, they 
make a point of rewarding increased efficiency, of picking out 
men who have done most to add to productivity, they will unmis- 
takably raise the morale of their force, and meet, in the end, 
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with a general response from their men. These things, how- 
ever, cannot be accomplished in a day. At present there is an 
armed neutrality and suspicion on both sides, which must be 
banished by intelligence and good feeling. But let me repeat 
that some employers must learn a new spirit of helpfulness if 
they wish to escape labor difficulties. 

5. Before a better understanding can be brought about on 
both sides, one subject of more or less difficulty must be threshed 
out. If you advise the laboring body to increase their produc- 
tivity, they will reply: “What is the use of adding to the 
employer’s output, if we get nothing for it?” Now, as to this, 
we must frankly admit the presence among us of some employers 
who do not always know what is for their own interest; but it 
is inconceivable that for any length of time, or by many men, 
the improved quality, or quantity, of product in any establish- 
ment, could remain unrecognized. There are stupid employers 
just as there are stupid laborers. But I do not hesitate to say 
emphatically, from my own knowledge of manufacturing estab- 
lishments, that the employer who does not discriminate in favor 
of the more productive employee, and reward him accordingly, 
does not know properly how to manage his own business, and 
must inevitably go to the wall in the competition with his rivals 
who do know. In these days few people realize the grinding, 
eager, intense, and minute competition which goes on between 
producers in the same business. It is about as impossible for a 
laborer who looks out for his own interests, to escape being 
rewarded for growing efficiency, as for a man who is honest to 
escape the respect of his neighbors. 

But, if there is the slightest difficulty in obtaining this recog- 
nition for increased efficiency, it is precisely at this point that 
the pressure of intelligent unionism should be applied. If the 
unions wish to enforce payment in proportion to the productivity 
of laborers, their success will be quick and easy as compared 
with some of the present attempts to insist on the same uniform 
rate of wages for all alike, competent or incompetent. The 
failure of many strikes, and the antagonism of employers, is 
the inevitable consequence of a blind pressure for higher wages, 
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quite independent of the differing productivity of different 
laborers, and their effect on the total output. It is about as silly 
to suppose that a business house could afford to. pay all their 
salesmen the same wages, irrespective of the amount of sales 
made by each man, as to suppose that each of a hundred, or of a 
thousand, men should be paid equal rates of wages, irrespective 
of their addition to the general result. As a matter of fact, 
every well-conducted business today has a record of the cost of 
every sort, in each separate department of its works, and can 
immediately recognize the efficiency of any particular part of 
its force. And it is also a fact that those establishments which 
have the least trouble with their employees have adopted a 
system by which individuals are rewarded for improved work, 
for suggestions as to improvements and inventions, and for any- 
thing which will cheapen the output, or increase the sales. 


In conclusion, let me make a plea for tolerance of the man 
at the bottom of the ladder. He may be narrow; he may be 
uneducated; he may be unable to reason correctly from the 
limited data at his disposal; he may not know much of the trials 
and difficulties of running a great business; but, in the main, 
he is a man who responds to fair and reasonable treatment; he 
will, in most cases, do the right thing, if he sees it plainly. 
Honor, honesty, and fairness are as common in him as in the 
man of any other class. Therefore, a responsibility lies upon 
the intelligent and helpful class in the community to do all that 
in them lies to enable him to see the labor question in its true 
light. His acts should be judged in the light of his means of 
reaching just conclusions, and not as if he had all the knowledge 
and wisdom of society. He needs light and disinterested help 
in solving his hard problem of how to get on in life, quite as 
much as he needs higher wages. 

J. Laurence LAuGHLIn. 


University or CHICcaGco. 











A NEW TEXT; SELIGMAN: “SOCIAL VALUE” 


In another place’ the present writer has attempted to sum- 
marize the positions and tendencies exhibited in several late 
important economic treatises in their reference to certain leading 
and stategic doctrinal questions. Something of the same sort will 
be here undertaken with regard to Professor Seligman’s newly pub- 
lished treatise.? 

Profits.— 

The remuneration of the entrepreneur, or the man who carfies on the 
enterprise, is called profit. Among them, wages, rent or interest, and profits 
exhaust the whole income. (P. 352.) Profits are the income from business 
enterprise. (P. 353.) 


But on p. 427 it is said: 

Profits .... are the chief inducement to enterprise. The anticipated 
gains to be derived from fluctuations in value constitute the real incentive 
to business activity, and hence to modern production. 


In this last it is implied, not only that profits cover merely that 
part of entrepreneur income due to value fluctuations, but also 
that modern productive enterprise would cease to function were 
these conjuncture gains eliminated—if, that is to say, “a state of 
normal equilibrium” were realized. And with profit so defined, 
what becomes of that part of the entrepreneur’s share not due to 
value fluctuations? For we are to remember that “wages, interest 
or rent, and profits exhaust the whole income.” This share must 
seemingly be regarded as falling under the head of wages of 
management. 

It will, however, be best to place before us a concrete problem, 
and then to attempt the application to it of this profit doctrine. Let 
it be assumed that a hat manufacturer, against each two dollars 
worth of product sold, pays out 75 cents for raw materials, 75 cents 
for labor, 5 cents for borrowed funds, 5 cents for rented land, and 

*See Yale Review, December, 1905, “Doctrinal Tendencies—Fetter, Flux, 
Seager, and Carver.” 

? Principles of Economics. By Edwin R. A. Seligman. New York: Long- 
mans, Green & Co., 1905. 
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that he uses funds and land of his own to equal amounts; 
that as shoe manufacturer—his best alternative opening—he could, 
for the same time, outlay, and investment as in hat production, 
obtain $1.85 of product; and that as wage-earner or salary-receiver 
—purely as employee—he could earn Io cents in the time taken to 
produce the hat or the shoe product.* 

What, according to Professor Seligman, is to be computed as 
profit here? “The remuneration of the entrepreneur, or the man 
who carries on the enterprise, is called profit Wages, rent 
or interest, and profit exhaust the whole income.” Under 
this formulation 30 cents per hat is profit; but under the second 
formulation—“the gain to be derived from fluctuations in value” 
—no answer is yet forthcoming. 

If now it may be assumed that the cost investigation is impor- 
tant only as bearing on the supply term of the value equation, and 
that with any individual producer the problem of cost is the 
problem of how much pay he must receive in order not to abandon 
or restrict his production, it must be clear that the hat producer 
in our assumed case will submit to a price of $1.85 before shifting 
to the shoe industry, and that the wage opening of 10 cents has 
no immediate bearing on the case: $1.85 is the cost of production ; 
15 cents is a producer’s differential, a “quasi-rent of prodtction,” 
or an “unnecessary profit”—or an excess above minimum profit, 
or whatever else it may be preferred to call it. 

But how about the following formulation? “Profits are always 
a surplus; they are the difference between the cost of production 
and the selling price” (p. 353). “The excess of price above cost 
of production constitutes profit” (p. 354). On p. 357, however, 

*In close analysis, the problem as set is doubtless open to criticism; just 
as for all farmers, on whatever sort of land, there is supposedly an intensive 
margin of cultivation—some part of the product of each farmer being, therefore, 
marginal product—so, were all manufacturers of hats able, to the degree of 
their liking, to provide themselves with the factors of production, it would follow 
that, for some items of the product of each, cost and price would be commen- 
surate quantities. 

But in view of the limitations upon capital power, or credit facilities, a 
problem may be presented precisely of the sort given. And in heavily capitalized 
industries also, cost is perhaps better conceived as computed in aggregates rather 
than by individual items of product, the supply price for each producer being 
of the nature of an average for the entire product. (Cf. Marshall, Book V, 
chap. v.) And, in any event, the problem is fairly set from our author’s point 
of view. 
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it is said that “wages are a stipulated income, and profits a residual 
income”—suggesting again the 30-cent solution; but it is imme- 
diately added: “Wages are part of cost; profits a surplus over 
cost.” And likewise on p. 356 it is asserted: “Profits are the 
return from the conduct of business enterprise”’—a 30-cent view; 
but shortly afterward, upon the same page: “Interest is a part 
of cost; profit is a surplus above cost”—probably, as it now looks, 
a 15-cent view. But this must finally depend upon what cost of 
production is held to be. 

But evidently a producer must have something for his services ; 
only this something need not be called profit; still it is, as we have 
seen, sometimes so called. Sometimes, however, the usage falters: 

The gross earnings would suffice to give him a bare compensation for his 
services, for otherwise he would enter some other employment as a wage- 
earner. [Necessarily as wage-earner? or necessarily, if as wage-earner, in 
some other line of employment?] Gross profits must include interest and. 
wages. But there would be no net profit, or surplus profit, or profit in the 
real sense of the word. (P. 354.) 

Merely noting, in passing, that the necessary wage is here made 
part of cost, it becomes evident that this necessary wage is not 
made a part of “net, or surplus profits, or profits in the real sense ;” 
profits are, on the contrary, here presented as that part of personal 
compensation above the amount required for the continuance of the 
busienss ; they are differential profits in the sense of that other ter- 
minology that holds that “the remuneration of the entrepreneur, or 
the man who carries on the business, is called profit” (p. 352) ; 
“Profits are the income from business enterprise” (p. 353). This 
net, surplus or real profit concept, then, denotes a differential above 
necessary cost, and gives us 15 cents as the solution of our problem ; 
and this goes logically along with the doctrine that— 
profits ....are the difference between the cost of production and the 
selling price. (P. 353.) The excess of price over cost constitutes profit. 
(P. 354.) At the bottom of the scale is the marginal producer working under 
the least favorable circumstances, and who can nevertheless get no more for 
his gonds. With him price equals cost. The excess of price over cost 
constitutes profits. (P. 354.) 

But still another concept of profits presents itself: “Profits are 
the surplus of the intra-marginal over the marginal producer” 
(p. 353); not now, be it noted, a surplus above what one must 
have to keep him in the business, but a surplus above what someone 
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else, the marginal producer, must have to keep the marginal pro- 
ducer in the business. This, as will be recalled, was Walker’s 
view; and profit with Walker was likewise presented as no part 
of cost; what you get more than somebody else gets is no part of 
your cost; it follows that price is determined by the cost of the 
poorest incapable in the trade, it being thereto irrelevant that he 
may also be so entirely worthless for any other possible thing that 
he would not change occupations at any, no matter how great, fall 
in price; and the profits unnecessary to hold in the trade the 
master-minds of the entrepreneur world are whatever they are 
getting more than this rear-guard good-for-naught. 

And in line with this terminology it appears, as it consistently 
ought, that this poorest fellow is getting no profits; which must 
mean, according to the earlier formulation, that he is getting no 
differential above his best alternative—which obviously may or 
may not be true, and is, perhaps, as likely to be true of the most 
prosperous among his competitors. 

Consistenly with this concept, no solution is possible for our 
problem; upon the data given, no single entrepreneur, other than 
this single-footed incapable at the alleged margin, could ever by 
any possibility determine his own or anyone’s else cost of pro- 
duction. 

Bearing in mind that “net or surplus profit, or profit in the real 
sense,” has been defined as surplus over cost—producer’s differ- 
ential above necessary remuneration—we approach still another 
concept of cost—a notion something like the German Conjun- 
tur-Profit. Those compensations accruing to personal activity 
and management, over and above what must be ascribed to 
the land and other equipment of the entrepreneur, may 
undoubtedly be divided accordingly as they are or are not due to 
changing conditions—to market fluctuations—tardy competition— 
conditions which are, in any society, always in process of coming 
not to be, and which in stationary conditions must in time be 
canceled through the complete working of competition. That is 
to say, there is one portion of the entrepreneur’s income which 
may be said to belong to him by a sort of permanent desert and 
right; full and complete competition would only serve to make 
this share more secure and definite; while there is another part 
which befalls irregularly, by luck and hazard, and without ethical 
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basis, or claim of any merit other than that, possibly, of farsight- 
edness, and only through the perversities and tangles of things. 
There are, we repeat, gains of this latter sort, as truly as there are 
residuals which the disappearance of these fortuitous influences 
would never menace or reduce. Our author’s present concept of 
profits contemplates these fortuitous quantities: 

Profits are a result of price, not a cause of price. Products at a lower 
cost create profit; competition forces prices down to lower cost and eliminates 
profits. Profits can be maintained only by the creation of a continually newer 
cost-level lower than the new price. (P. 357.) . .. . For as soon as profit 
appeared, the entrepreneurs in other fields who were just making expenses 
would at once bid against each other to secure capital and labor, until they 
would capture their share of the market, and the profits would dissipate them- 
selves, on the one hand in the higher rate paid for the factors of production, 
and, on the other hand, in the lower price of the product due to the greater 
supply. (P. 354.) .... It may conceivably happen, indeed, that all the 
producers at a particular moment are men of precisely the same abilities and 
subject to the same conditions. ... . There would be only one identical cost 
for all units of the supply. There could, then, .... not be any permanent 
profit to all the producers, because prices could not permanently remain 
above the mere cost of producing. (P. 245.) 


It is evident enough that, on this basis, no very precise answer 
can be given to the inquiry as to how much of the entrepreneur’s 
gain is due to his own productive activity, and how much to the 
gifts of fortune, through the flux and change of processes and 
values.. Neither our problem as stated nor any other problem 
could present materials from which this notion of profit could 
arrive at a money statement. And with this uncertainty as to the 
competitive share of the remuneration there must go also an equal 
indefiniteness as to the other share—the right, due, earned, just, 
enduring share. Thus this fifth or sixth variety of profit appears to 
promise greater service in ethical—or possibly sociological—dis- 
cussion than in the field of economic analysis. It remains, however, 
certain that something of this rightful and natural share there must 
be—quantitatively and qualitatively vague doubtless, but existent. 
But we find it written: 

Wages differ from profits in that wages are a stipulated income and 
profits a residual income. .... Wages are a part of cost, profits a surplus 
above cost. The entrepreneur may think that he deserves a return for his 
services, but whether he secures one depends upon his competitors. There 
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is always a certain level below which wages cannot fall, because no work 
would otherwise be done; but the very continuance of competitive profit 
depends upon the abler producer cutting down cost to the point where the 
marginal producer earns no profits. (P. 357.) In society in a state of rest 
.... the marginal producer would hardly make both ends meet, but would 
earn nothing above his cost. (P. 246.) 


This last statement seems to imply that all compensation that 
does not accrue as gift of fortune is cost—that is, is necessary 
compensation. Thus the doctrine which under stable equilibrium 
would deny to any producer anything above his necessary remun- 
eration would amount to assigning to him in his best field of 
activity precisely what—and no more than what—he would be 
worth in his next best field—this ethically just ending in the 
strange perversity of measuring what one can do, not by what he 
does, but by what he would do if he did not do as much; whereby 
the Jacks-at-all-trades must be appreciably favored. 

It is evident enough that we are thus far all the while within 
the field of individualistic entrepreneur cost; and in this field 
there is still one more cost concept to be presented—a concept 
which, depending for its significance upon the doctrine of cost of 
production, will excellently serve us as a bridge over to this, the 
next topic of our investigation. 

“To the employer cost means total cash outlay expended in 
production ;” and it is added: “Here the cost is usually less than 
the price, the difference between cost [cash outlay] and price being 
profit.” This, however, may possibly not be fairly interpreted as 
a fifth—or sixth—profit concept, since the notion of profit here held 
would finally resolve itself into total remuneration for entrepreneur 
activity. 


Cost of production—The preceding discussion of profit has 
incidentally and by implication, but none the less clearly, made 
use of at least three general types of cost, all of them, however, 
falling within the broad category of entrepreneur-cost computation: 

1. Total cost outlay—mere expenditure. 

2. Cost inclusive of charges for instrumental equipment—land, 
machinery, etc. 

3- Cost inclusive also of different measures of compensation for 
entrepreneur activity. 

In any possible entrepreneur view of cost, be it noted, costs 
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are merely another way of regarding certain distributive shares, 
which distributive shares are, in turn, to be taken merely as 
remunerations derived from, and distributed under, entrepreneur 
employment. In this view, evidently, value and distribution are 
merely different aspects of one problem. 

But for the purposes of the immediate present we are interested 
solely to note that the doctrine of entrepreneur cost receives in one 
or another form distinct acceptance ; as for example: 


When we speak of prices depending on the cost of production, which cost? 
. ... lf at any moment there are five firms supplyng the entire market .... 
at a cost to each of six, seven, eight, nine, and ten cents a yard respectively, 
it is clear that the price will not be six cents, for all except the six-cent 
producer would then lose money and stop. Nor can the price be fixed by the 
average cost of production, as is often carelessly stated..... The price will 
be kept down to the lowest point consistent with continuous production. 
(Pp. 245, 246.) 

Whenever there is more than one producer there will be different costs 
of production; producers differ..... Some .... produce more cheaply 
than others. (P. 245.) 


This definite and explicit recognition of individualistic entre- 
preneur cost is, indeed, the basis upon which Professor Seligman 
rests his doctrine that rent is as much a part of cost of production 
as is any other production expenditure: 


It is stated that rent is not a part of cost, and that high rents are there- 
fore a result, not a cause, of high prices..... Precisely the same is true, 
however, of every other share in distribution. .... Different employers 
may utilize different grades of workmen to fell trees or to build railways. 
One uses a three-dollar American, another a two-dollar French-Canadian, 
another a dollar Italian... .. The high-price workman is not really more 
expensive, because his output is greater. Since all the trees sell at 
the same price, as fixed by the marginal producer, [fixed?‘] who is using 
the least effective workmen, the higher wage of the American represents a 
surplus product of labor rent over the low wage of the Italian. (P. 377.) 


Of some of the details of this generally admirable rent-cost 
doctrine more will be said later; but it is here of immediate interest 
to note that side by side with this individual-entrepreneur-cost 

*“Price is not fixed by the marginal or maximum cost, but at the marginal 
cost, and the margin depends upon the output of the better grades, receding as 
this increases, advancing as it falls. Every bushel of wheat, whether it comes 
from good or poor land, affects the supply, the price, and the margin.” (P. 378.) 
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doctrine ancther and entirely distinct species of cost doctrine is 
presented : 

Cost is at bottom equivalent to pain. We undergo pain in order to secure 
utility or to remove disutility. Cost is always the anthesis of remuneration. 
(P. 191.) 

That this is strongly reminiscent of Cairnes is by no means to 
be taken as condemning it; nor is there any reason why, in view of 
Cairnes’s now more or less antiquated position in the history and 
trend of economic doctrine, any further recognition should have 
been made of indebtedness to him than is contained in our author’s 
bibliography, in which the following high praise of Cairnes is set 
down: “Abstract but remarkably able ;” it remains, however, none 
the less open to question whether this same—in many cases even 
greater and more evident—degree of indebtedness with regard to 
the most recent of economic thought should likewise have been left 
with the same lack of specific recognition.® 

But however this may be, it is surely true that pain is not the 
antithesis of entrepreneur remuneration, in any other sense than 
that the laborer sweating in the field is the antithesis of the 
employer resting in the shade; not employer pain, but employer 
expense, is the antithesis of employer remuneration. Computations 
of pain-cost are upon an entirely distinct level of economic analysis 
—not better or worse possibly—this is another question—but dif- 
ferent. 

But, in any case, this pain-cost doctrine need not detain us long; 
for absolutely nothing is done with it as bearing on the market- 
value problem. No attempt is, as with Ricardo, made to show that 
the pain-cost of the laborer underlies and explains and determines 
the outlay costs of the employer, in such fashion that entrepreneur 
cost comes to be proportionate to these “real” and controlling pain- 
costs. 


Our author’s doctrine shifts, in fact, to an entirely new cost 
category, presented as fundamental and definitive—social cost. But 
for adequate examination of this doctrine of social cost, a detour 
of some length and wearisomeness will be inevitable—the while, 
however, that incidentally certain other important aspects of the dis- 
cussion will be disposed of. 


* Most notably, perhaps, to Fetter’s Principles and to Veblen’s Business En- 


terprise. 
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The economic motive: the economic field. 


The economic motive ....may best be defined as the motive which 
impels every human being to satisfy his wants with the least possible effort, 
or which leads him to secure the most pleasure with the least pain..... 
Human beings are impelled by other motives as well... .. In searching for 
the fundamental laws of economics it is convenient to exclude all motives save 
the economic. .... The so-called economic man is a complete abstraction. 
By the “economic man” is meant the human being dominated by the economic 
motive. Such a man does not, however, really exist... .. Side by side with 
the economic life are the zsthetic life, the religious life, the intellectual life. 
.... It is, indeed, the function of economics to study that aspect of human 
activity known as the economic life. We must not, however, forget that we 
are studying man in only one aspect of his existence. (Pp. 4, 5.) 

Noting here, for future purposes, that the “average man” 
appears to be unfavorably regarded by Professor Seligman, and 
stopping to query how, under the economic motive as presented, 
pains and pleasures are to be equilibrated, and whether the choice 
may not be at indifference as between much pain and much attend- 
ant pleasure, or between little pleasure and less or no pain, we pass 
on to ask ourselves whether a picture is an economic or rather an 
esthetic fact: How if the similitude in question were a photograph 
of one’s fiancee? The services and the boluses of the physician 
are clearly enough economic items; but what about Christian- 
Science healing, outlays for preaching, or other ghostly comfort? 

And if esthetic, religious, and intellectual wants, and their 
attendant satisfactions, are not a part of the subject-matter of 
economic science, there should, perhaps, arise a reasonable expecta- 
tion that pains and disutilities of zsthetic, religious, or intellectual 
quality will be found to be excluded from the category of economic 
costs.® 

*It is of common knowledge that the Austrians, in their prodigality of dis- 
tinctions, have set over against subjective worth—a purely psychological category 
—the concept of objective worth—‘“the power or capacity of a good to produce 
some objective result. .... There is a nutritive Wert of food, a heating Wert 
of wood or coal, a fertilizing Wert of manure, a blasting Wert of explosives, 
and so on..... The varieties of objective Wert just mentioned do not, how- 
ever, belong to economical, but to purely technological relations. .... They do 
not properly belong to political economy at all.” (Positive Theory of Capital, 
p. 130.) Whether the following shall be interpreted in something like the 
Austrian sense of objective worth, or as merely a reassertion of the earlier 
delimitation of the economic field, is not easy of decision; but we seem, on the 
whole, to be within the psychoiogical—the utility—aspect of the discussion: 
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Utility.—But, however this may be, we are, in any case, in 
presence of the utility concept: “The value of anything is the 
expression of the estimate of its utility, meaning by utility its 
capacity to satisfy human wants” (p. 175)—if only, one infers, 
these wants are of such economic quality as to permit of their 
furnishing the basis of economic value. 

The utility of each apple—its capacity to satisfy his desire—has 

diminished until the tenth apple is the last which affords any utility at the 
moment... . . It is plain that the marginal utility of any apple depends on 
the quantity at one’s disposal. (P. 176.) 
To none of which is criticism to be directed. We merely note, for 
future purposes, that marginal utility is here made to depend upon 
supply as well as upon want: the redness of the apple, being an 
zsthetic fact, may be assumed to have no bearing upon its economic 
value or utility. 

The second point to be noted is that at any given time the utility of each 
apple is equal to that of the last, and therefore to that of any other. (P. 176.) 
But this cancels all distinction between utility and marginal utility 
—the utility of any item regarded as the last; and it is inconsistent 
with what is said ten lines farther on: 

The total utility of a stock is obtained by adding the utility of each 
individual apple to that of its predecessor. It will accordingly grow until 
the point of satiety has been reached. (P. 176.) 

A line or two later we read: 

The marginal utility of the stock .... is always equal to the marginal 
utility of the final unit multiplied by the number of units. (P. 176.) 

Without stopping to inquire what “the marginal utility of the 
final unit” may possibly be, it must be objected that the service 
derived from the whole group of units, considered as an indivisible 
aggregate, or the loss which would be sustained by the loss of the 
entire group, is something indefinitely greater—possibly infinitely 
greater—than the product of the marginal utility multiplied by the 
number of units. It is true that, taken separately, no one item can 


“Value or worth implies usefulness or utility. .... Since value implies the 
capacity to satisfy wants, there are as many kinds of value as there are classes 
of wants. Things have a scientific value, an zxsthetic value, a religious value, 
a philosophic value, a political value, and so on. The vaiue with which economics 
has to deal is economic value—a small subdivision of the whole. As this is a 
treatise on economics, we shall hereafter use the term in the sense of economic 
value, that is, the value of things for economic purposes.” (P. 174.) 
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have greater importance attached to it than has the marginal item, 
since, when the items are considered separately, substitution is 
possible ; but all items have not the same utility. If it were really 
true that the utility of each item of a stock falls to the level of the 
last item, and if it were true that the total utility of the group is the 
product of the marginal utility multiplied by the number of items, 
there could never be any utility in any single item or in any group 
of items, so long as the supply were sufficient to allow any part of 
it to be free goods. That is to say, the view presented by Professor 
Seligman permits the emergence of utility only as the result of 
scarcity ; and yet scarcity alone is not sufficient for value—else mos- 
quitoes would be valuable in winter. What name shall serve to 
denote that other essential ? * 


Utility and value: cost and value.— 

If the supply is unlimited, the marginal utility is zero... .. But if the 
supply is limited, it will cost some sacrifice to secure or to reproduce it. 
Therefore when we measure the marginal utility of a commodity, we measure 
the cost of securing it. Hence either utility or cost may be declared the 
measure of value... .. When we speak of utility, we think of the person who 
wants it—that is, of the demand. When we speak of cost, we think of the 
person who parts with it—that is, of the supply. (P. 199.) 

Noting here, for future purposes, not merely the implication, 
but, a little later, the assertion, that “to affirm that either utility or 
cost exclusively measures value is as incomplete as to say that either 
demand or supply exclusively fixes value” (p. 199), and noting 
also that we seem clearly enough here—though the author expressly 
says that we are not *—to be within the field of individualistic com- 
putation, we also assure ourselves that we are not talking of a 
Crusoe economy of isolated production, but of a market-value 
situation where one person demands—wants, offers and buys— 
another person parts with—supplies, and at a price sells; and 
then we ask ourselves whether it is really true that market price 
expresses indifferently, because of their equality, the utility to 
the rich man who smokes the cigar, and the burden to the laborer 
(even assuming that there was only one) who grew the tobacco and 


"Cf. Yale Review, December, 1905, op. cit. 


*“All this is true, however, as we have seen, only of social cost and of social 
utility” (p. 199). 
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cured and fashioned it, and who would then have much liked to 
smoke it, only that he could not afford to. 


But the relation of marginal utility to value requires further 
exposition. Under the “General Law of Value” it is said: 


Value is at bottom the expression of marginal utility. It follows that all 
prices must therefore be studied from the point of view of marginal utility; 
that is, of the power of marginal increments of supply to satisfy the marginal 
increments of demand. This is only another way of stating that the funda- 
mental explanation of value is marginal efficiency or the capacity of marginal 
units to satisfy marginal wants. (P. 262.) .... The contribution or efficiency 
is the positive cause; the cost of production adjusts itself to this. .... The 
cost adjusts itself to the service. (P. 265.) 

Cost of production is thus only a partial, and even then approximate, 
explanation of value; marginal efficiency is the universal and the ultimate 
explanation. (P. 265.) [This out-Austrians the Austrians.] 

There is an abundance of silver below the surface that is not mined 
because it will not pay; if the marginal efficiency or value of silver should 
rise, these more expensive grades would at once be marketed, and the new 
marginal cost of production would adjust itself to the price. The price would 
not rise because the cost increased; but the higher price would be fixed at 
the higher cost because that would now be the new point of marginal 
efficiency. (P. 264.) 


There is here no explanation attempted, and very possibly 
should be none attempted, of why the marginal producer will not 
produce more than he actually does produce, or would refuse, upon 
any lower level of price, to produce as much or at all; the doctrine 
runs that the value is the result of the power of the marginal incre- 
ment of supply [from the poor man?] to satisfy the marginal 
increment of demand [by the rich man?], and that the cost has not 
the same efficiency as the service in determining the price; “the 
cost adjusts itself to the service.” But it will be remembered that 
upon another page (176) it was made clear that “the marginal 
utility of any article depends on the quantity at one’s disposal.” 
Undoubtedly, this is, at the best, more or less confusing; but for 
those of us who hold that cost of production in any one line of 
production is mostly or entirely the expression of value productivity 
in other lines of production, or under competing entrepreneurs in 
the given line of production—the pull of competing demands— 
this want of consistency will be interpreted sympathetically. 
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But the identification of marginal utility with market value, 
by no matter what analysis, calls for further attention ; and for the 
purposes of the present question we leave entirely at one side the 
problem of the competing claims of demand and of supply to the 
determination of price; we ask ourselves merely whether it is true 
that “when we speak of demand we think of marginal utility,” 
just as “when we speak of supply we think of marginal cost.” In 
fact, as our author goes on to show, marginal cost is not an absolute 
but a comparative thing—and by the way, is not, at least in the case 
cited, a pain quantity of any sort. “I may be so much more intel- 
ligent than my furnace man that I could save much coal by tending 
the furnace myself; yet I prefer to look after my business, and let 
him tend the furnace because it pays each of us [me?] to do so” 
(p. 226); precisely so—and an excellent illustration that cost is, 
sometimes at least, mostly or entirely an expression of resisting 
demands. And precisely parallel should be the reasoning for the 
demand side of the value problem; demand price is worlds away 
from the connotation or the expression of marginal utility; it 
expresses only a relation between competing utilities. Why is the 
marginal offerer marginal? What does it mean to say that he will 
pay thus much and no more? Merely that the utility to him of the 
commodity in question will not allow of a higher payment in view 
of some other possible application of the same purchasing power. 
To the marginal purchaser the thing purchased is, in its utility to 
the thing foregone, as one is to one. This ratio relation holds for 
every man—if he be marginal—whether rich or poor, by the very 
fact that he is marginal; and absolutely nothing is known, or, if 
known, could be expressed in money (or, for that matter in any 
other way, to another person) as to the absolute utility of the 
marginal item, or, indeed, of any other item. For all intra-marginal 
buyers the utility proportion runs: thing bought : thing fore- 
gone : : 1+ : 1. For excluded buyers the ratio relation of the 
thing in question to what it would displace falls something short 
of unity value. Mutatis mutandis, the same formulations hold for 
producers or sellers. 

And, in point of fact, something like the view contended for 
here is implied in one of our author’s statements: “A dollar is 
worth more to a poor man than to a rich man,” etc. (p. 228); 
though, as we shall shortly be called to notice, he thinks this fact 
may be neglected for general theoretical purposes. 
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In view of the foregoing, it may, upon the face of it, seem 
captious to put in question the “moreness” or “lessness” of one 
man’s pleasures or pains as compared with another’s. But, after all, 
is it safe to assert or to assume commeasurability in the feeling 
items of different men? The ratio formulation, is, at any rate, a 
deal safer—and is sufficient for any possible purposes of the 
analysis. In truth, a rich man may be so vivid in his emotional 
experiences, and a poor man so dull and colorless, that—if com- 
parison be really possible—the rich man may have more pleasures— 
or protection from larger pain quantities—from each unit of his 
many dollars than the poor man from any of his. 


The social calculus —The time has come, however, to face the 
disquieting fact—disquieting perhaps equally for author and for 
critic—that all the preceding quotation, exposition, and criticism 
is really and fundamentally beside the point—or at the best, only 
introductory to the point; for, despite all of the doctrine about 
individual utility, individual marginal utility, individual demand, 
entrepreneur supply computations, entrepreneur cost—of various 
types—individual sacrifice, individual pleasure, individual pain cost, 
individual profits—surplus, competitive, and differential, etc.—all 
these are sheer side issues, not irrelevancies probably, but analogical 
or introductory or superficial matter; the heart of the doctrine, the 
realities of the objective business situation, are to be sought 
otherwhere. 

But it is not, of course, the author’s intention to abandon any 
of the formulations of the sort many times cited; it still stands 
that “value is an estimate of the relative importance or utility of 
different quantities of goods (p. 12) ; that “when we speak of the 
value of a commodity, we think not of the total utility of the 
quantity taken by itself, but of the marginal utility as compared 
with that of a definite quantity of other commodities” (p. 179). 

But in view of the rich-man-poor-man complication, there must 
obviously be difficulty in finding someone to make the comparison ; 
a pint of champagne sells for the same price as a sack of flour; are 
they therefore to have ascribed to them equal volumes of utility 
rather than merely an equality of command over purchasing power? 
Equal utility to whom? Who makes the comparison, or for whom 
de we make it? It is evidently not enough to assert that “value is 
not merely the expression of utility in general, but of marginal 
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utility” (p. 198). If values are really to be resolved into a common 
denominator of utility—and that this is undertaken, so much, at 
least, the preceding discussion has made clear—something further 
is waiting to be done. 

The solution as offered runs: 

It is society as a whole which sets a value [market value] upon things 
.... If an apple is worth twice as much as a nut, it is only that the group 
that uses apples and nuts finds, after comparing individual preferences, that 
the desire unsatisfied by the lack of an apple is twice as keen as that 
unsatisfied by the lack of the nut. Value, therefore, is not merely the 
expression of marginal utility; it is the expression of social marginal utility 
(p. 180). 

Since value is a social conception depending on a comparison of diverse 
goods, and since this comparison is ordinarily made in society by their 
transfer from man to man, it is clear that the value with which exchange has 
to deal is exchange value (p. 183). 

Value in exchange is nothing but the expresion of its true value to the 
members of the social group, that is, of its marginal utility (p. 183). 

Exchange power is based on the comparative estimates of direct social 
utility which gives to every owner of the commodity the indirect utility that 
fixes value in society (p. 183). 

This, then, is the first step in the solution—that the utility 
which underlies and explains value is not individual utility, but 
social utility. And we have, as we shall later see, in addition to 
this social-utility concept, concepts of social pleasure, social pain, 
social demand, social supply, social surplus, diminishing social 
utility, diminishing social return, a social labor unit, a social effort 
unit, social sacrifice, social cost ; and finally, as the goal and summa- 
tion of all this, social value, that is, market value. This will 
evidently bear looking into. 


Some linguistic uses connected with collective nouns will offer 
a point of departure. When thought of merely as indicating an 
aggregate, a unit, the collective noun takes a singular verb; if 
regarded as a collection of units, it takes the plural verb. And so 
we say, “the committee was discharged,” “the committee were 
unable to agree” (with one another) ; “was unable to agree” (with 
the conference committee); “the army were marching” or “was 
marching ;” “the crew was” or “were exhausted.” But one could 
hardly say, “the committee was unable to agree” (with one 
another) ; the agreeing has to be done by more than one person. 
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Now, in many cases, though the act or the situation asserted 
is really one of each individual by himself, there is no occasion for 
insisting upon this; no ambiguity or inaccuracy or misapprehension 
is involved in saying that “the battalion is eating its dinner ;” it 
is a shorthand fashion of speech, but is perfectly intelligible; it 
is common enough to think of a battalion as a unit, and the act of 
dining is a simple one in which alk join, and in which all comport 
themselves in pretty much the same way; from the point of view 
adopted—the interest proceeded upon, the purpose in hand—no 
importance attaches to the fundamental separateness of the activi- 
ties, and to their entire lack either of psychical unity or of purposive 
co-operation ; they are simply similar— roughly simultaneous—and 
are thought of in block. True, one man eats rapidly and another 
slowly, some little and some much, and a few sick ones not at all; 
but the expression serves, and implies its own limitations of 
accuracy. 

And so of an army, when we say that “it marches,” no doubt 
is even faintly suggested that each man does his own walking, 
works his own muscles, uses up his own tissue, and that presumably 
many are halt, while others limp, and some swear. But mo one of 
these differences signifies for the purposes of the thought in mind: 
each man is separately getting ahead—moving along, like all the 
rest ; and so we say, “the army is,” etc.—serviceable speech, though 
in strictness inaccurate, were any perversity bent on misinterpreting 
it. But when it comes to asserting that the army is brushing its 
teeth, or has stubbed its toe, or has a stomach ache, there is obvious 
difficulty. These things are not done jointly, co-operatively, by 
aggregates, and will not bear thinking over into this form; the 
inaccuracy of the collective idiom is obtrusively manifest. 

And so we may speak of public opinion, the preference, or 
habit, or custom, or convention, of society ; and no harm need come 
of it, despite the fact that some men neither think nor choose in 
the manner implied, but have their own peculiar judgments or 
choices or wishes, and yet are members of society entitled to be 
included in an exact formulation: everyone knows that the 
thought really runs upon majorities of “ ’most-everybodies ;” that 
is, no harm need come of it, if only there were not people to take 
the notion of a “social mind” seriously, and to import into cases 
calling for accurate analysis—and to accept as sober fact—a mere 
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figure of speech, or at best a loose analogy drawn from biological 
science. For it is to be charged—or credited—to the biologists 
and the sociologists that the society-as-an-organism formula has 
found its way into economic thought. And thus hereby a doctrine 
long since abandoned in economic reasonings is in the way of 
reappearing ; for have we not need of normals and averages? Else 
our doctrine in getting accurate and actual will get difficult also. 
And so, by the sociologists, through the magic of the society-as-an- 
organism incantation, a resurrection miracle has lately been worked ; 
we Salute before us the average man. x 

One hesitates to approach the invidious task of assigning 
primacy in this new school of thought; for that there is a new 
school, and that it has come to include a passably generous member- 
ship—somewhat localized still—and that its doctrine means much 
for the good or evil of economic science, is the excuse, so far as 
there can be any, for the present paper. But it is nevertheless to 
be said that Professor Seligman is the first writer who has seriously 
undertaken to carry the doctrine to its logical conclusions: and 
thus it necessarily comes to be true that whatever is further said 
here is, in purpose and in practical bearing, impersonal, theoretical, 
and general in its reference, rather than primarily an examination 
of Professor Seligman’s doctrine as such. 

And yet one asks one’s self why, if it is all thus easy—this 
magic word “social” making all things plain—if the heart of the 
mystery is thus easily plucked out—why all this other talk of gross 
profits, necessary and minimum cost, individual cost, individual 
utility, marginal entrepreneurs, normal equilibria, true profits, com- 
petitive profits, and the like? Why, indeed, any talk at all? Every- 
thing will explain as a social resultant—if this passes as explana- 
tion. And, after all, is it not clear that this society-as-an-organism 
method, this mystery-and-difficulty-annihilating social-cost doctrine, 
leaves nothing further to be said or done in economics, and must 
finally deny to the economist any field of employment, and deprive 
him of all excuse—-and opportunity—for living? One cannot even 
turn sociologist, for even as a sub-head under sociology there would 
remain no place for economics as an analytical-psychological science 
and as a systematic body of theory; only statistics and field-work 
would be left. It is in no small part from this point of view—trade 
solidarity—that the present writer is disposed to declare himself a 
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radical and uncompromising opponent of this new doctrine, and of 
all its corollaries. 


It is, at any rate, fortunate that Professor Seligman has placed 
the question in all its aspects in such form and completeness as to 
make the issue, not merely possible, but inevitable. There can be 
no peace till this new theory is driven from the field or has taken 


the field to itself. 

In this doctrine of social cost, social sacrifice, and social value, 
one would look to find, as apparently one does find, a renunciation 
of all allegiance to outlay cost, and a return to the distinctly pain- 
cost-and-pieasu’c-balance terms of analysis: 

Cost of production is the measure of value; but it is not, as Ricardo 
thought, individual cost. Marginal utility determines value; but it is not, as 
Jevons thought, individual utility. Both cost and utility measure value. 
because . . . . marginal cost is always equal to marginal social utility (p. 198). 

The sacrifice imposed upon society to secure anything is... . the 
exertion needed to replace it..... Thus, when we speak of social cost, we 
really mean cost of production; and when we say that value is influenced 
by cost, we mean that value is influenced by cost of production. ... . We 
think no longer of the sacrifice imposed upon any one individual, but only of 
the social sacrifice, or cost, embodied in the commodity; or, rather, the 
sacrifice, or cost, to the individual is the result and reflex of the sacrifice to 
the community. (P. 197.) 

In society . . . . whatever the rate of exchange, it is only the social utility 
and the social cost of which the marginal degrees are equal. If a knife 
exchanges for a book, it is because the deniand in the community as a whole 
is such that the marginal sacrifice to society of parting with a book is equal 
to the marginal pleasure of society in getting a knife. [Whereto goes the 
book, and whence comes the knife?] To put it more accurately, a knife 
will exchange for a book only because the sacrifice to society in making the 
knife, for which it receives in turn the pleasure of books, tends to equal the 
sacrifice of making the book, for which it receives in return the pleasure of 
knives. (P. 197.) ....To any individual the sacrifice may be less than 
the pleasure, but there will always be a marginal individual to whom pleasure 
and sacrifices are equal. The marginal pleasure in the aggregate tends to 
equal the marginal pain in the aggregate. The balance or equilibrium is 
between the pains and the pleasures of the sum of individuals. .... The 
real equilibrium is a social equilibrium. ... . The real cost to any member 
of society which influences value is not the subjective cost to him. (P. 197.) 

Now, what does it really mean to say that the marginal pleasure 
in the aggregate equals the marginal pain in the aggregate? 
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What is to be aggregated, even supposing the process to be a 
possible one? There is always a marginal person, it is said—one 
person “to whom pleasure and sacrifice are equal.” But this man 
can have little to do with the case, for while there is such a man, 
“the real cost to any member of society which influences value is 
not the subjective cost to him ;” and, in point of fact, there is, after 
all, no such man, for “it is only the social utility and the social cost 
of which the marginal degrees are equal ;” we really think not “of 
the sacrifices imposed upon any one individual, but oniy of the 
social sacrifice or cost, embodied in the commodity; or rather the 
sacrifice or cost to the individual is the result and reflex of the 
sacrifice to the community.” 

Nevertheless, it is clear to Professor Seligman—and to us—that 
things have a utility to individuals; and somehow it must be true 
that “the estimate put by the individual on one commodity as 
compared with another is the foundation of all value” (p. 179). 
“Value in exchange is nothing but the expression of its true value 
to the members of the social group, that is, of its marginal utility” 
(p. 183). 

It is, indeed, true that by the possibility of exchange a com- 
modity may come to have a greater indirect utility to its 
possessor than it has direct utility to him; but can it have any 
utility to society greater or less than it has to him? And in this 
computation is he, or is he not, a part of society? “Its indirect 
utility to me is the result of its direct utility, to society.” But what 
or who is this society whose direct utility is the cause of the indirect 
utility to the possessor? And how add together utilities to different 
individuals, “the members of the social group,” so that a “direct 
marginal utility to society” may have existence? 


It must be understood that with this latest school of value, as 
with its predecessors, the principle that demand and supply 
together fix price is, for whatever it is worth, freely accepted ; but all 
the while with this difference, that demand, as conceived by this 
latest school, is really not the aggregate of the separate individual 
demands, each with its own particular psychology and its peculiar 
explanation: “The demand that tells is the aggregate demand 
depending on the social utility” (p. 20). 

Likewise cost is essentially not a matter of individual outlay 
or sacrifice, working out into the expansion or contraction of supply, 





162 JOURNAL OF POLITICAL ECONOMY 


accordingly as individual preferences and profit may direct; cost 
is rather a transcendental thing, as follows: 

Since cost is a form of disutility, it follows that the real cost of importance 
in affecting value is social cost, and not individual cost Value is the 
measure of sacrifice. In what sense? .... Evidently not of individual 
sacrifice. A street-sweeper may work harder than a factory hand, and yet 
the value of his services will be less. Value is a social conception; society 
puts its appraisal upon commodities. If value is a measure of sacrifice, and 
if value is a social estimate, value must be the measure of social sacrifice or 

The sacrifice of each is compared with the needs of society as a 
whole. The standard is social, not material. It is easier to be a street-sweeper 
than a skilled factory hand. Society is more willing to spare the former than 
the latter, for to replace the one, society must give up more of its energy 
than to replace the other. (P. 193.) 


Note here that—precisely as when we were introductorily dis- 
cussing individual demand and individual cost, cost was made a 
derivative of demand—so here, in the social computation, social 
marginal utility is presented as adequate and controlling for value; 
but meanwhile our real problem of how to get over from the 
individual reckoning to the social explanation obtains admirable and 
adequate recognition and expression: 

All value is the reflex of social marginal utility. We have now to study 
the nature of the social forces which operate to translate into actual prices 
on the market the feelings of the individuals that comprise the group. 
(P. 223.) 


If this problem is fairly solved, nothing will remain to be asked; 
but the difficulty and the regrettable fact of it all is that the 
transition over from the individual psychology to an alleged social 
psychology is nowhere seriously attempted, unless, indeed, the fol- 
lowing may be taken to suffice for the purpose: 

Cost means socially necessary cost—not pains (or their money equiva- 
lent) taken, but pains saved. It is only because individual cost tends to adjust 
itself to the socially necessary cost that we can roughly speak of the price of 
anything depending on its cost of production. (P. 244.) 

Socially necessary cost .... is the amount which the purchasers as a 
group are willing to give rather than make the article for themselves. If 
the individuals cannot reduce their cost, they will stop producing. If they 
reduce their cost below this point, the point itself will move. (P. 244.) 
[And so, then, it appears that individual cost does affect the quantum of the 
social cost.] Society will not be willing to give more, because whet the 
producer can do, the rest of society can, if necessary, do. It is in this way 
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that an equivalence is brought about between individual and social cost; 
and it is only because of this equivalence that cost of production may be 
said to influence value. (P. 244.) ; 


But in view of the fact that, by assumption, some individual 
producers will not be able “to reduce their costs and will stop 
producing,” while, surely, other producers will so be able, what 
shall be made of the proposition that what some “producers can do, 
the rest of society can, if necessary, do”? Are all consumers to be 
accepted as like all the producers, despite the fact that the producers 
are themselves unlike? 

Or perhaps the following should be cited upon the point: 


Cost of production does not mean individual cost. Value, as we know, 
is a social conception; the real cost of production which affects value is the 
socially necessary cost. (P. 243.) ° 

The law of exchange may be equally well stated as the law of comparative 
costs. I may be so much more intelligent than my furnace man that I could 
save much coal by tending the furnace myself; yet I prefer to look after my 
business, and let him tend the furnace because it pays each of us to do so. 
(P. 226.) 

The important point is not that a commodity costs the producer some- 
thing, but that it saves the consumer something. It may save one consumer 
more than another, but its value depends on what it saves the social group 
as a whole. This saving of social cost is what is meant by socially necessary 

The cost to the individual producer will adjust itself to the 
socially necessary cost, that is, the amount which the purchasers as a group 
are willing to give rather than make the article for themselves. (P. 245.) 


Evidently, however, this reduces individual cost to social 
demand ; thereby cost comes, not to fix price, but to be fixed by 
price; to make the determinant of value the question of what a 
commodity saves the social group is to abandon the cost for the 
utility side of the analysis. And thus, finding in cost no explanation 
of price, we are left to our further devices to explain that social 
price which lies behind individual cost. 

Or the explanation for shutting out from consideration all 
individual peculiarities may be that they are assumed—for theo- 
retical purposes—not to exist. Still, if this were the view adopted, 
we should, as has already been suggested, be precisely back to the 
reasoning by averages characteristic of an earlier, and possibly 

* But if so, why not stand by this Marxian formulation and omit all that talk 
about my furnace? 
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enough a better, time. But space fails for the discussion of this 
question; and we recall that our author has himself spoken de- 
cisively in condemnation of the economic man. There is also the 
further difficulty that, with this “average-man” analysis once 
adopted, there is necessarily an end to all talk of margins, social or 
other. 

The truth is, however, that these differences between individuals 
are fully recognized, but are regarded as somehow merged and lost 
in the social utility, the social cost, the social demand, etc.; and yet 
the reasoning repudiates the economic man, declines any overt and 
systematic acceptance of the method of averages, and adheres 
resolutely and consistently to the marginal analysis. 

And thus, just as upon p. 228 it was declared that “a dollar is of 
more worth to a poor man than to a rich man—its marginal utility 
is greater,” and that “the price of an old master or a medizval 
missal will often depend on the wealth of the purchaser;” but as 
it was nevertheless contended that “in the ordinary transactions 
of life, where we deal in masses of commodities . . . . this differ- 
ence in the worth of money may be neglected,” so now, in the 
discussion of the theory of interest, similar differences are likewise 
merged, the average method refused, and a cost-margin analysis— 
of the pain-cost type—presented : 

The only way in which capital can be formed is at bottom by saving, by 
waiting, by forbearing. (P. 319.) .... The problem is one of marginal 
forbearance, that is, of sacrifice at the margin where he must choose between 
consumption and saving. The richer a man is, the more remote is the margin 
where he will have to decide. The saving of a dollar means something very 
different to a rich man and to a day laborer. ( P. 320.) 

When, therefore, we say that interest is the result of forbearance, we 
really mean that interest is the result of marginal forbearance, or forbearance 
at the margin. .... This marginal point will indeed be a different one for 
the rich and the poor [but not different ratio-wise], for the spendthrift and 
the miser, but this difference will affect the rate of interest as little as the 
relative wealth of the purchaser affects the price of wheat on the exchange. 
The value of wheat is the expression of its marginal utility to the wheat- 
using group; the interest on capital corresponds to the difference in the 
marginal estimates of present and future uses for the whole capital-using 
group. Value in the market is social value. (P. 398.) 


And all of this coheres logically with the doctrine of an earlier 
page: 











SELIGMAN: “SOCIAL VALUE” 165 


Cost of production is the measure of value; but it is not, as Ricardo 
thought, individual cost. Marginal utility determines value; but it is not, 
as Jevons thorght, individual utility. Both cost and utility measure value, 
because . . . . marginal cost is always equal to marginal utility. (P. 198.) * 


But it is more than possible that more than justifiable space and 
time have already been given to this social school of.value. It 
remains, however, to query why, with all these social utilities, 
demands, supplies, costs, sacrifices, averages, and margins, we 
nowhere find any social rent or interest or wages. These, indeed, 
as categories of distribution, seem to be admittedly individualistic ; 
though no good reason offers why, if demand is social, consumption 
may not equally be so. But if wages, rent, and interest are admitted 
and accepted as categories of distribution—as individualistic shares 
received under individual claims for value-producing service ren- 
dered—it must follow that profit, a surplus or residual of some sort 
or other, is also an individual category. And these incomes of rent, 
interest, and wages—distributive shares to the recipients—are 
obviously costs to the entrepreneur, and as such lead up to indi- 
vidual supply, and through supply to market value—so far, at least, 
as market value is affected by supply influences. What will the 
social-value school do with this situation? In urging that not 
individual, but only social, cost is relevant to market value, the 
school will be under obligations to work out, as factors of social 
cost, a scheme of social wages, social rents, and social interest, and, 
as surplus over social cost, a social profit. 

” As bearing upon this notion of the social-value school that all individual 
differences may be canceled or overlooked, and that “the great advantage in the 
use of money is that in ordinary transactions its marginal utility to both parties 
may be regarded as the same,” von Wieser writes: 

“Price is a social fact, but it does not denote the estimate put upon 
goods by society. Luxuries are paid for more highly than necessaries, but who 
would affirm that they are therefore of greater social importance? ....A 
government, indeed, is for the most part concerned with the carrying through 
of just such economic tasks as could not be justified by their money return, 
if they could not be justified by their utility.” (Natural Value, p. 52.) 

“Exchange value .... measures a combination of utility and purchasing 
power..... As a consequence of it, production is ordered, not only according 
to simple want, but also according to wealth. Instead of things which would have 
the greatest utility, those things are produced for which the most will be paid. 
The greater the differences in wealth, the more striking will be the anomalies 
of production. It will furnish luxuries for the wanton and the glutton, while 
it is deaf to the wants of the miserable and the poor... . a consumption that 


wastes upon unnecessary and culpable enjoyment what might have served to 
heal the wounds of poverty.” (Jbid., p. 58.) 
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In fact, however, it does not do this. For, as soon as we turn 
from the value problem to the separate treatment of the distributive 
shares, we find ourselves to have descended from the cloud-land 
mysteries of transcendental economics to the old and beaten paths 
of the traditional analysis. However, both for its own purposes 
and for its incidental bearing upon the earlier doctrines of cost— 
social and other—some of the distribution discussion must, for a 
time, claim our attention. 


Distribution and costs —Nothing could, on the whole, be more 
admirable than Professor Seligman’s discussion of the inter- 
relations of rent and interest. Much the same commendation must 
also be accorded to his analysis of the relations of rent to cost; 
only that in either case he is all the while, or nearly so, upon 
entrepreneur-cost ground: 

It is stated that rent is not a part of cost, and that high rents are there- 
fore a result, not a cause, of high prices. .... Precisely the same, however, 
is true of every other share in distribution. ... . Different employers may 
utilize different grades of workmen to fell trees or to build railways. One 
uses a three-dollar American, another a two-dollar French-Canadian, another 
a dollar Italian. .... The high-price workman is not really more expensive, 
because his output is greater. 

Since all the trees sell at the same price, as fixed by the marginal producer 
who is using the least efficient workmen, the higher wage of the American 
represents a surplus product or labor rent over the low wage of the Italian. 
(P. 377.) [Excellent—all but this “fixing,” which has been before 
repudiated. ] 

The wages of every different grade of workman are a differential in the 
same sense as the rents of different grades of land or capital is a 
differential. (P. 377.) 


The doctrine next following is not. however, quite so satisfac- 
tory. The argument runs that rent must, in any event, be included 
in cost, since, for most products, the poorest land in use is not 
merely rent-paying land, but is land which is rent-commanding 
for other purposes ; therefore no fair distinction is possible between 
rent and wages in their relations to cost and values: 

It will be said, however, that there is a distinction, because even the lowest 
wages are beyond peradventure a part of the cost. So, however, is the rental 
paid for the worst wheat land. The confusion arises from supposing that 
the worst wheat land is no-rent land..... In the cost of the wheat there- 
fore, there must always be included the rent which the marginal, or no-wheat- 
rent, land would earn if employed for the next lower use. (P. 377.) 
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All value may be considered as a differential... .. A good boat will 
rent for more than a poor one; and if it is “no good” at all, it will not rent 
for anything. Rent, therefore, may be measured as a differential from a 
margin or base line of no-rent. However,.... almost everything is 
susceptible either of more than a single kind of use or of different uses to 
different people. [Professor Seligman does nothing more ‘anywhere with 


this different-people idea.] . ... A piece of land may be of no use for wheat- 
raising, but good for alfalfa. The margin . . . . may be only relative, and not 
an absolute, no-rent margin. .... That no-rent wheat plot may yield a 


substantial rent as perhaps the best of pasture plots. (P. 217.) 


Marshall, it will be recalled, attempted to refute the view in 
question by an appeal to the intensive land margin in its no-rent 
aspect. Not at all concurring in this attempted refutation—for, 
as it seems to the present writer, Marshall’s manner of reply would 
equally avail to exclude interest and wage payments from cost, and 
is at bottom an abandonment of the entire entrepreneur-cost prin- 
ciple of computation—it is here urged simply that the entrepreneur 
standpoint, having been for the purposes in hand adopted by our 
author, should be consistently adhered to. Suppose one’s wage- 
earners to have each received his wage; what is therefore to be 
computed as entering into entrepreneur cost? Can it be, for each: 
laborer, the amount solely—if anybody could ever discover that 
amount—that this wage-earner might have made, or have produced, 
in some other employment; not wages and cost by the measure of 
what the market gave him, but by what it would have given him if 
it had given something less and different? And if some of these 
wage-earners would elsewhere be good for nothing, should it 
therefore follow that what they get here is in no part to be included 
within the cost total? It must suffice here to assert flatly and: 
dogmatically that the analysis by which this result may be arrived: 
at is a collectivist cost doctrine made to do duty under an entrepre- 
neur-cost computation in a competitively organized society. 

But our author now makes appeal to another and quite different 
level of value analysis. Meanwhile he incidentally enunciates the 
doctrine that the various distributive shares from productive 
activity equal and express the value product of the productive 
service. Merely stopping to suggest that the remuneration of a 
productive service is not, in exact thinking, its value-productivity 
contribution—if this were ever by anybody really ascertainable— 
but simply the market value of its value-productive service— 
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theoretically quite a different quantity, and commonly measurably 
different practically—we turn to examine our author’s progress 
to this deeper or higher cost doctrine. On p. 378 he says: 
Furthermore, not only must the marginal rent [the displaced product ?] 
always be included in cost, and therefore in price, but in a higher sense the 
differential rent as a permanent phenomenon is also a part of price. The 
rent of anything is its product. The greater product of the better land forms 
as much an element of the supply as the smaller product of the poorer land, 
and price depends on the relation of the total supply to the total demand. 
. ... Price is not fixed by the marginal or maximum cost, but at the marginal 
cost, and the margin depends upon the output of the better grades, receding 
as this increases, advancing as it falls. Every bushel of wheat, whether it 
comes from good or poor land, affects the supply, the price and the margin. 


Now note the argument: The rent on land is a price- 
determining fact, because the product of the land is a part of the 
aggregate commodity supply. But the objection immediately arises 
that in this higher sense—a view which emphatically deserves far 
more extensive and more thorough development than it has yet 
anywhere received—no cost of any sort, but only product, has 
anything to do with price. And in last analysis, truly, products are 
not to be explained by remunerations, but by the supply of agents ; 
the supply of products, being determined by the supply of agents, 
determines in turn—on the cost side—the value of the product; and 
the value of the product in turn explains the remuneration of the 
agent. But this is all on a level underlying the superficial 
entrepreneur-cost analysis—the merest superficial adjustment 
working within, and controlled by, the larger situation facts—and 
excludes all remunerations from the category of causal factors; 
the argument is thus not good to include rent equally with wages 
in cost, but to exclude, together with the entire cost computation, 
all of the different subheads and factors of cost from the category 
of value-determining influences; under this analysis, both rent and 
interest appear as results of value, as mere distributive shares. 
That is to say, not rent, but the lands—their scarcity; not wages, 
but the supply of labor, must explain the limited volume of product 
and the value, derivative from this limitation. And so bearing in 
mind that wages produce nothing; that land, and not rent, has 
productive power ; that land is one thing, and the rent of it another 
and a quite distinguishable thing, we are in position to appreciate 
the infinite confusion of fundamental standpoints and of derivative 
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analyses involved in our author’s argument as it continues (the 
italics are the reviewer’s) : 

The rent of the better instrument is the product of the better instrument. 
Each unit in the supply is a part of the total product or total rent, and must 
therefore affect the price. Hence the rent or product of any instrument of 
production, whether it be land or capital or labor, whether it be marginal or 
differential rent, is really an element in the price, in the sense that, were it 
not for that product, the price would be different. Land is here in precisely 
the same position as other things. (P. 379.) 


Did time and space permit, it would be profitable to examine our 
author’s discussion of the various laws of return, and, at the same 
time, to urge the necessity of distinguishing one from another the 
different laws of concrete-product return, utility return, and value 
return. And likewise, were this in intention a review-report rather 
than a paper planned for deliberate insistence upon the strict de- 
limitation of issues and for definite controversial purposes in the 
theoretical field, it would be needed to make some attempt at sum- 
mary of some other of the author’s positions—e. g., the measure of 
his acceptance of the abstract-capital concept; his interesting and 
fertile discussion of the relations of capital and land; of rights and 
franchises to capital; of technological productivity to interest; of 
time-discount to rental-income; and of time-discount to capitaliza- 
tion. But all this must await another occasion, or go undone. 

But after all this litigiousness of disposition on the part of the 
reviewer—this overzeal in the discovery of material for dispute— 
it is equally a pleasure and a duty to express hearty commendation 
and cordial appreciation of this new treatise in its quiet, scholarly, 
effortless dignity and grace of style, its surpassing felicity of state- 
ment, its clarity and effectiveness of exposition, and, above all, in 
its winning catholicity of temper and sympathy. And in doctrine 
and tendency, also, were it anything less than an exceptionally 
significant work, something less than all these many pages might 
have been devoted to it. 

H. J. Davenport. 

University or CHIcaco. 
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NOTES 


RAILWAY RATES AS PROTECTIVE TARIFFS 
—ANOTHER VIEW 


The interesting article by Professor Hugo R. Meyer in the 
January number of the Journal of Political Economy, on “Railway 
Rates as Protective Tariffs,” suggests the question as to what, after 
all, is the meaning of the term “protective” as applied to rate- 
making. In the literature of international trade the essence of the 
term is understood to be the conscious direction of industry by 
giving special aid to certain lines of business in order to enable them 
to meet foreign competition. A free-trade policy, on the other 
hand, is one which aims to leave producers to their own resources 
in the struggle with their competitors. If these terms are used in 
a similar way in the discussion of railroad policy, the philosophy 
underlying the decisions of the Interstate Commerce Commission is 
clearly not that of protection, but that of free trade. It is the spirit 
of these decisions that the railways should be looked upon as high- 
ways open to all on equal terms, and that it is not the business of 
the rate-makers to give preference to any one at the expense of 
another. The doctrine that no community shall be deprived by the 
railroads of its natural advantages does not indicate that the 
commission wished to give assistance to any person or place. It is 
simply the result of an attempt to enforce the legal requirement 
of an impartial treatment. When Professor Meyer says that 
the commission in its decisions has “judged the facts, not with 
an open mind, but with a mind influenced by certain peculiar 
political and economic theories, to-wit: that the freedom to trade 
over the entire area of the United States established by the framers 
of the Federal Constitution must be abridged” (p 12), he completely 
misinterprets the spirit of those decisions. This will appear from an 
examination of the cases quoted by Professor Meyer. 

The case of the James & Mayer Buggy Co.’ turned on an inter- 
pretation of the long- and short-haul clause. No economic or 


13 1. C. Rep. 682, or 4 1. C. C. Rep. 744. 
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political theory was used to decide this case. It was entirely a 
question of law. What did Congress mean by the long-and 
short-haul clause? The commission in a previous case? had 
examined the history of this clause, and in an opinion written by 
Judge Cooley had laid down the method of construing the words 
“substantially similar circumstances and conditions.” Everyone 
should read that masterly discussion before accepting Professor 
Meyer’s strictures. 

So also in the Raworth case.* It was the long- and short-haul 
clause, not an economic theory of the commission, that led to the 
decision maintaining the natural advantages of eastern refiners. 

The quotation made by Professor Meyer from the case of the 
Colorado Fuel and Iron Co.* does not reveal any protectionist 
spirit. Quite the contrary. The statement is distinctly made that 
inability to compete by reason of inferiority as a producer is not to 
be the basis of adjusting relative rates. Impartial treatment by the 
carrier is insisted upon in this case. 

Section 3 of the act to regulate commerce was the basis of the 
decision in the next case quoted.® There was no desire on the part 
of the commission to restrict trade. It simply tried to decide 
whether the hauling of salt a distance of 427 miles at 3514 cents for 
one shipper, and 743 miles at the same charge for another (all 
under the control of the same road), was an undue preference to 
the latter. Professor Meyer says of this case: “By this decision 
and order the Interstate Commerce Commission in effect established 
a customs barrier of 8 cents per 100 tbs. against Michigan salt 
which sought a market in Texas” (p.4). On the contrary, the rail- 
roads had in effect given a bounty to Michigan salt that it might 
compete with Kansas salt in the Texas market, and the Interstate 
Commerce Commission by this order simply insisted on a policy of 
free trade. 

The free-trade spirit is again shown in Chamber of Commerce 
of Minneapolis vs. Great Northern Railroad Co.,° where the com- 
mission says: 

*In the matter of the Petitions of the Louisville & Nashville Railroad Co., 
et al—1 I. C. R. 279, or 1 I. €. C. R. 31. 

°3.1.C. R. 857, or 5 I. C. C. R. 234. *61.C. C. R. 488. 

5 Anthony Salt Co. vs. Missouri Pacific Railway Co. 4 I. C. R. 40, or 5 I. C. 
C. R. 299. 

4 1.C. R. 239, or 5 I. C. C. R. 571. 
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It can hardly be doubted, in view of the testimony, that under the present 
adjustment of rates on wheat the milling interests of Minneapolis, and with 
them its general prosperity, and possibly its population, must decline. So far 
as such a result would be attributable solely to the greater natural advantages 
of Duluth as a point for the manufacture and shipment of flour, perhaps 
nothing could properly be done to avert it. Duluth is nearer to the markets 
than Minneapolis, and to this extent its advantages cannot and ought not 
to be denied or taken from it. 


Professor Meyer’s summary on p. 5 should be paraphrased to 
read as follows: “If the railroads may give a bounty to Michigan 
salt sold in Texas, to Cincinnati buggies sold in Augusta, or to 
Pacific coast sugar sold in the Missouri River valley, there is no 
reason why they may not dictate how the whole United States is 
to develop.” Indeed, this paraphrase happens to coincide with the 
views expressed by Chairman Knapp in his testimony before the 
Senate committee as follows: 

And that suggests another view to my mind which I think may properly 
be taken into account even by our railroad friends. As I said, I am very far 
from believing that there should be anything more than the most inconsider- 
able tendency, if any at all, toward the adjustment of rates on a mileage basis, 
and I think the prosperity of the railroads, and the development of the 
different sections of the country and their industries, justify the making of 
rates upon what might be called a commercial basis rather than any distance 
basis; but do you realize what an enormous power that is putting into the 
hands of the railroads? That is the power of tearing down and building up. 
That is the power which might very largely control the distribution of 
industries. And I want to say in that connection that I think on the whole 
it is remarkable that that power has been so slightly abused. But it is there. 
My esteemed friend, Mr. Elliott, has just told you that the rates on wool 
from Montana must be adjusted with reference to the rates on wool from 
Kentucky. Well, grant it. But suppose he should see fit to adjust his rates 
on wool so that they moved to the Pacific coast, and it became for the interest 
of his railroad to change that adjustment. is that to be left entirely to his 
judgment?” 

Continuing with the cases cited: In the milk case*® the problem 
that presented itself to the commission was this: A group rate made 
for a distance of 335 miles means a much greater service to one 
shipper than to another for the same charge. Clearly this was 


‘Hearings before the Committee on Interstate Commerce, United States 
Senate, 1905, Vol IV, p. 3298 
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disparity in treatment in favor of the distant shipper. Was it 
unreasonable? It seemed to the commission that, according to the 
testimony in this case, a real injury was done by a departure from 
the rule of no preference. In other cases it had sanctioned group 
rates because no injury was done. Professor Meyer mentions as 
“instructive” the fact that one reason why the New York dealers in 
milk did not buy more milk of near-by farmers was because some of 
the latter persisted in feeding brewery swill to their cows. It is 
only fair to say that this was only one of the many facts weighed 
by the commission. They found, for example, that an efficient 
system of milk inspection had been established, and that the milk 
produced in the near-by section “had, for several years at least, been 
of good quality and fully up to the prescribed standard of purity.” 
Further, it may be asked why a railroad tariff should take the 
place of pure-food legislation by giving special favors to distant 
producers. 

Concerning the market-garden case® Professor Meyer says: 
“In 1897 a market gardener at Verona appealed successfully to the 
commission for protection agaist the market gardeners more distant 
from St. Louis.” But in the opinion of the commission the idea is 
that he appealed successfully against discrimination, since the facts 
showed that in a total haul of 640 miles, a rate for the first 271 miles 
was the same, and then in the next 200 miles fell from 70 to 30 cents 
upon second class, and from 44 to 22 cents on third class. 

After citing the case of Export Rates from Points East and 
West of the Mississippi,?° Professor Meyer says: 

In the decisions just reviewed the Interstate Commerce Commission under- 
took to protect certain producers from those destructions and impairments 
of values, as well as those changes in the course of trade, which are a 
necessary incident to the progress and the development of our country. That 
policy was as indefensible and as destructive to progress as would be the 
policy of legislating against the adoption of labor-saving machinery lest the 
use of such machinery should cause the displacement of labor or compel the 
labor thus displaced to find new employment. (P. 7.) 


Whether this be fair comment let the reader judge from the fol- 
lowing quotation from that decision: 

The undisputed evidence shows that the effect of the 13%4 cent rate has 
been the exclusion of Illinois corn from the export market. This was 


*7 1.C.C. R. 43. 
~81.C.C. R. 185. 
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abundantly proved by witnesses to the fact itself, and can only be accounted 
for by the adjustment of existing rates. The domestic rate on Iowa corn 
from the Mississippi River to the seaboard is 20% cents, against 13% cents 
for export. This makes Iowa corn worth 7 cents per 100 pounds, or nearly 
4 cents per bushel more for export than for domestic consumption. On the 
other hand, Illinois corn bears a rate from Chicago of 1% cents per 
hundred more for domestic use than for export, or less than 1 per cent. per 
bushel. Under this adjustment of tariffs it is manifest that if Iowa corn 
can be sold at all in competition with Illinois corn, it must be sold exclusively 
for export. But it results in practically excluding Illinois corn from the 
export trade. Whatever advantage Illinois would have over Iowa in the 
export trade by reason of its geographical location is overcome by a rate 
that takes Iowa corn at a less price across the state of Illinois to the sea- 
board than is applied to corn produced in IIlinois..... The trade in 
Illinois corn is stagnant, while in Iowa corn the movement is so active that 
there seems to be a want of sufficient cars to handle it. This difference in 
trade conditions can only be accounted for by the influence of a marked 
difference in rates which holds Illinois corn back and allows Iowa corn to 
go forward. 


Was this freedom of trade? What similarity here to labor- 
saving machines? What added labor did this decision cause? Why 
was such a misadjustment of rates a necessary incident of progress? 

Again in the matter of relative rates on grain and flour for 
export * the general attitude of the commission was not that of 
“extending the policy of protection to our native industry” (p. 8). 
The commission did indeed consider the effect of certain rates on 
the milling industry, but it was not because they were undertaking 
to foster that industry. They first determined what was prima facie 
impartial treatment, and then considered whether the departure by 
the railroads from that was so great as to injure anyone. 

It is difficult to see why the early import rate case 1? should have 
been chosen to show that according to the commission “the policy 
of protection to our native industries is so sacred that we may under 
no circumstances close our eyes to any modification of it.” It is a 
clear case of a strictly legal interpretation. No warrant could be 
found in the law for considering the differences in the circumstances 
affecting import as compared with domestic traffic. The nature of 
those differences was not the basis of the decision. The fact that 
the Supreme Court of the United States ** later reversed this legal 


"626. €. 2 ae 
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* Texas and Pacific Railroad Co., 162 U. S. 210. 
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interpretation does not make the citation of this case less inapposite. 
It may be noted that three judges sustained the commission. 

When we come to the matter of differential rates to and from 
North Atlantic ports,* we do find an attempt to equalize com- 
mercial conditions. Yet Professor Meyer does not make reference 
to this case. This decison, it should be noted, was not an interpre- 
tation of the Interstate Commerce Law. No complaint had been 
made; the commission had been appealed to as an arbitrator. But 
the basis of the award was: “What will equalize the advantages of 
transportation through these various ports?” The significance of 
this departure from its former attitude is brought out by Commis- 
sioner Clements in his dissenting opinion: 

If they [the carriers] acquiesce, we will have gone beyond our authority 
to interfere in the course of trade, determining the direction and destination 
of commerce, a matter with which we are not charged. Tomorrow we may 
be called upon to determine what share the Gulf ports may have and the 
Gulf roads may carry; the next day, to fix the proportion to which the 
Pacific coast is entitled. 


The attitude of the commission in this case is interesting because 
it had said so late as March 12, 1904,"* that “it can be no duty of 
the commission to equalize natural advantages between localities 
through the adjustment of tariff rates.” But it serves to emphasize 
what in fact has been the past policy of the commission. It has been 
a policy dictated by the law itself, especially by the long- and short- 
haul provision. To criticise that policy is to impeach the wisdom of 
Congress, not the efficiency of the commission. 

Professor Meyer makes the fundamental error of identifying 
the question of government versus private rate-making with the 
question of protection versus free-trade. A government official may 
be either a protectionist or a free-trader in this matter, and so may 
a traffic official. He who is inclined to favor the free-trade principle 
will also be inclined to favor a classification and a distance tariff 
based as largely as possible on expense, with the idea that trade 
should adjust itself to that, and that any trade which cannot adjust 
itself to such a tariff is probably not worth while. On the other 
hand, the protectionist is logically an equalizer of commercial condi- 
tions, aiming to make special rates so that this man can compete 
there and that man can compete here. 


*s3 £.¢C. ¢. 2 a 
*101.C.C. R. 148. 
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Without attempting a general discussion of the problem now, 
it may be said that a distance tariff is not the horrible thing depicted 
by Professor Meyer and the railroad apologists. Doubtless the ideal 
condition would be the freedom of movement that would come from 
gratuitous transportation. But we happen to live in a world in 
which labor is required to drag things over the ground, and hence 
we cannot ignore the expense due to distance in the adjustment of 
tariff rates. In the world as it is, some restriction of traffic is a good 
thing. Why should salt consumed in Texas be hauled over a 
thousand miles from Michigan, when it can be had for half the 
labor from Kansas??® That a distance tariff would bring us back 
to a condition similar to that existing before the adoption of the 
Constitution is a ridiculous proposition. A distance tariff does not 
mean an equal mileage rate ; many methods of tapering are possible. 
The great merit of a distance tariff is that it does away with 
arbitrariness and favoritism, and is at the same time compatible 
with a maximum production of wealth. That it would cause 
economic readjustment is an argument for being careful in the 
matter of reform, but is not an argument against a distance tariff 
as an ideal to serve as a compass on the sea of rate controversy. 

M. O. Lorenz. 


UNIVERSITY oF WISCONSIN. 


A YEAR IN FINANCE 


M.Raffalovich’s monumental financial annual’ comes forth as 
comprehensive, as painstaking, and as indispensable as ever. The 
present volume covers the economic and financial year 1904 and the 
beginning of 1905. It is more than a financial compendium: it is a 
carefully reasoned treatise on the economic elements of prosperity, 
combining special and very extended articles by financial students in 
the principal countries. The introduction is apparently the work of 
M. Raffalovich himself, and contains his impressions about the finan- 
cial year. 

Undoubtedly the great event of the year was the Russo-Japanese 
War. It occurred at a time when both Europe and the United States 
were recuperating from depression, and the effects of the war upon 

*On this point see the testimony of Professor W. Z. Ripley, Senate 
Hearings, 1905, Vol. III, p. 2323. 

*Le Marché Financier. By Arthur Raffalovich. Paris, 1905. 
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prosperity are worth consideration, since the belligerents were 
together expending an average of $40,000,000 per month. What- 
ever may be the effects of this destruction of capital in the long run, 
it is interesting to note that interest for short loans went down 
temporarily, although England did have some trouble to fund her 
floating debt. 

In France the great financial achievement was the successful 
effort to sustain the price of Russian bonds. Couple this with the 
other fact that France has acted as peacemaker between England and 
Russia—that the English rapprochement of France has been a 
means of keeping peace in Europe — and it can be no longer said that 
France is an isolated power. The efforts to head off the bears in 
Russian securities were extraordinary. The attack on Port Arthur, 
February 8, gave a shock to the Bourse, but the real panic came 
February 20, after everybody thought the danger was past. The 
Syndic or President of the Parquet was summoned to the ministry of 
finance, and it was agreed to take measures to discourage the bears. 
The principal scheme was to allow sales only where the numbers of 
the securities were furnished (p. 74). The bears had to pay very 
heavy interest for their stock loans. But, of course, prices could only 
be kept up by a real demand and this came abundantly from capital- 
ists who knew a good thing when they saw it. Toward the end of the 
year there was some return of speculation, of which London took 
advantage to sell Kaffirs. 

It was worth noting why there had been plenty of money in 
Paris. The war had caused a let-up in business which set free a 
certain amount of capital ; the United States paid $40,000,000 for the 
Panama Canal and that was transferred in specie which was put on 
deposit by the French treasury ; a Russian loan of $160,000,000 also 
staid in the hands of the issuers and helped to make discount easy. 
Considering the vast quantity of Russian bonds held in France, the 
Bourse took the War with astonishing indifference. 

France has been the seat of bitter parliamentary conflicts on the 
subject of the congregations, with respect to which the action of the 
government seemed arbitrary. A big strike at Marseilles involved 
the loss of $20,000,000. Still production went on and there was 
labor-legislation in favor of railroad employees. 

Practically the same shocks on the Bourse occurred in Germany 
as in France. On February 5, the Government of Prussia sold 70,- 
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000,000 m. consuls to a syndicate at a high price. The war came 
February 8, and the syndicate had to close out at a loss and dis- 
tribute the stocks among the members. It was considered that the 
government had asked too much and thus contributed to the over- 
confidence which preceded the war. At any rate the Prussian finance 
ministry made desperate efforts to support their bonds. They 
employed their government bank, the Seehandlung, to buy in stock — 
a dangerous precedent. On the other hand, the Reichsbank used the 
tactics of the Bank of England to control the market: it sold treasury 
bills and raised the rate of discount to 5 per cent. 

Bank consolidation in Germany continued as well as the con- 
solidation of the early and late processes of production in different 
industrial lines, which were formerly separate businesses. A com- 
munity of interest was established among the chemical works by the 
usual method of exchange of directors. The steel pool, after careful 
elaboration, finally came into existence and was in full sympathy with 
the coal pool. Instead of trying to break up the trusts as we do, the 
Prussian government made great efforts to become a member of the 
coal pool. Its idea was to get control of the Hibernia Coal Mine. 
The result was a bitter fight on the Exchange in the stockholders’ 
meetings, and in the courts, and final failure of the government. The 
industrials are too high in Germany as well as in the United States. 
There is too much call money. 

In England, the London Times claimed that the last quarter of 
1904 was an improvement. The large sums of French money that 
London has been using since 1900 have been paid off, that is to say, 
in part have been transferred to Germany on French order. An 
obstacle in funding the floating debt is found in the fact that the 
Transvaal, Irish Land, and Local loans pay 3 per cent., while consols 
pay 2%. 

Considerable space is given to the arguments of Mr. W. R. Law- 
son on the causes of depression in England. Excessive refunding is 
that gentleman’s diagnosis. Most of us have been used to think that 
Goschen refunded in 1888 because interest was low. No, says Mr. 
Lawson, interest was low because Goschen refunded. The small 
investor, the widow and the orphan, were compelled to seek better 
investments and hence the South American and South African 
manias and all the crises little and big—the Baring Crisis in 1890, 
the Wall Street and Australian Crisis in 1893, the Crisis on the Rand 
in 1895, the crisis in industrials in 1898, the loss of two-thirds of the 
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value of Argentine railway stocks, the losses to Englishmen by the 
reorganization of American railways. When you add to all this the 
new death dues of Sir William Harcourt in 1894 and 1895, seven 
years of drought in Australia, and the Transvaal War, there seems to 
be reason for depression. The prices of stocks 1896-98 were 
absurdly high and led to distress in industrials in 1898. In that year 
the guaranteed Greek 2% per cent. loan sold at 100%! 

The old discussion has been renewed as to whether England is 
using up her capital. It is astonishing what vitality this question 
possesses, when one recalls the discussion in the seventies in which 
Messrs. Giffen, Bourne, and others took part. It is suspected that 
savings are less and less productively invested. The funds of the 
postal savings banks and of the building societies have fallen off 
greatly. On the other hand, life and industrial insurance have made 
advances. In general the progress of the principal items of pros- 
perity is disappointing. Mr. Lawson calculates an increase of only 
£204,000,000 in ten years. In the same period, 1894-1903, more than 
a billion pounds has been taken as taxes and public loans. An 
income tax of 12 pence and a succession tax climbing from 3 to 10 
per cent. are more destructive than stock exchange panics. Incor- 
porations have fallen off in England. This is partly due to various 
ways of circumventing the Companies Act of 1900 by registering in 
Guernsey or by registering at Somerset House without a prospectus. 

The glut of funds in Paris was in marked contrast with their 
absence in London. The United States were compelled to pay for the 
Panama Canal in gold because of the lack of grain and cotton bills in 
New York at a time of the year when such bills are usually abundant. 
The French banks employed their idle cash first by buying exchange 
on England, but when the Berlin exchange went up they sold their 
English and bought German bills. Hence the hegira of gold from 
London to Berlin. As usual, exchange on India was unfavorable to 
the latter country. It was a remark of Lord Farrer that while the 
balance of trade is favorable to India, the balance of payments is 
favorable to England. But the needs of India, Argentine, and Egypt 
absorb but a small part of the annual gold output, most of which is 
drawn to Paris to back up the credits heaped up there in international 
loan transactions. If England continues to be the principal market 
for international exchange, is not Paris becoming the principal mar- 
ket for international loans? The biggest reserve recorded on earth 
was found in the Bank of France June 9, 1904 (until that of Sep- 
tember 7, 1905, which went to $6,500,000 better). 
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The international indebtedness of the United States is becoming 
a question as interesting as the one mentioned above, whether Eng- 
land is using up its capital. We seem to be in a similar position to 
India: the balance of trade is in our favor but the balance of pay- 
ments is against us. Our surplus exports 1897-1904 were four bil- 
lion dollars; but foreigners have purchased in the United States 
three million shares more than they have sold! The trusts are largely 
financed by European capital. Our military expenses abroad, tour- 
ists, freights, and moneys sent back home by immigrants make up an 
enormous total. Instead of New York being the greatest financial 
center, it is New York that principally draws money from abroad 
and depends upon foreign banks, and its banks, like London’s, are 
passing into the hands of Germans or other continentals. 

Naturally the St. Petersburg bourse was struck harder by the war 
than those of other countries. M. Witte, with the strong individual- 
ism which marks his adherence to the liberal party and which is 
undoubtedly shared by M. Raffalovich, refused to allow the Bank of 
Russia to intervene in support of the market. Prices recovered as 
they were bound to anyhow. The war helped the Russian iron and 
steel industries, but injured the Polish textile works which had 
worked up a large trade with the Orient. The Volga peasants bene- 
fitted by the demands of the army for wheat. The Trans-Siberian 
railway completely disappointed the expectation of the Japanese war 
school that it would break down. 

The test shows that the Russian treasury contained the full 
reserve claimed. The war was carried on from February to May 
without loans. The circulation was kept sound. In 1904 Russia 
used the following funds: funds on hand 156,000,000 roubles, reduc- 
tion in the ordinary and extraordinary budgets, 148,000,000 roubles, 
treasury bills 432,000,000 roubles. 

Japan borrowed 380,000,000 yen, of which 100,000,000 was bor- 
rowed in the United States and England and the rest at home. From 
the period January 1, 1904, to March 31, 1905, Japan spent 576,000,- 
ooo yen and met this expense by the following resources in addition 
to loans: budget economies 47,000,000 yen, special funds (Chinese 
war indemnity) 50,000,000 yen, increase in taxes 68,000,000 yen, 
temporary resources 31,000,000 yen. During eleven months of 1904, 
75,000,000 yen of gold and silver were exported. 

W. G. LancwortHy Taytor. 


UNIVERSITY OF NEBRASKA. 
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Democracy and Reaction. By L. T. HopHouse. New York: 


G. P. Putnam’s Sons, 1905. 8vo, pp. vii+244. 
The economic interest in this treatise upon the working of 


popular government in England during the last half-century is in 
the author’s mind a secondary one. He is concerned primarily with 
British political issues, and more specifically with the course of 
British imperialism since the days of Cobden and Bright. No dis- 
cussion of current political issues in England, however, is devoid of 
economic significance. In domestic affairs the widespread move- 
ment for municipal trading, and for municipal housing of the 
working classes, is of great economic consequence; so also is the 
increasing influence in Parliament of the Socialists and of the Labor 
Party. The attack upon England’s trade policy under the leader- 
ship of Mr. Chamberlain has brought another economic issue into 
politics, while the growth of imperialism itself may be regarded 
as a phase of industrialism—whether trade follows the flag, or the 
flag follows trade. 

A serious charge is brought home to British imperialism by our 
author—no less than the betrayal of the cause of popular govern- 
ment, and the debasement of the honest ideals in accordance with 
which democracy has been instituted as a social reform. Imperialism, 
it is contended, has devloped a spirt of materialistic, bourgeois 
militarism, which recognizes no other law governing the conduct 
of nations than the rule of blood and iron. The broad humani- 
tarianism of the older generation of English Liberals has been 
abandoned by a “generation bent on national progress and impatient 
of moral restraint.” 

The simple, unsophisticated English voter, who had been taught 
in the school of Cobden to regard imperialism as a “free informal 
union of the colonies, combined with a conscientious but tolerant 
government of the tropical dependencies,” has been slow to realize 
that imperialism has developed a character quite inconsistent with 
the fundamental principles of democracy. Imperialism has pro- 
fessed to seek peace, and has in practice instigated wars; it has 
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professed to have at heart the welfare of mankind, the liberation and 
enlightenment of the enslaved, and it has achieved the degradation 
and subjection of self-governing communities. The career of 
imperialism in South Africa is cited in evidence of its true character 
at the present time. 

Reference to South Africa has been necessary because it is a leading 
case of the imperialist method, and here the contrast between the promise 
and the performance extends all along the line. Imperialism was to give 
us a cheap and easy victory. It gave us nearly three years’ war. It was 
to sweep away the abuses of a corrupt, incompetent, and over-expensive 
administration. The present administration of the Transvaal is more costly 
than the former, and more completely in the hands of the capitalists. It 
was to abolish such scandals of a corrupt oligarchy as the dynamite monopoly. 
The dynamite monopoly has changed hands, but remains. It was to extend 
the suffrage to all white men. But at present no white men have the 
suffrage in either colony. It was to liberate the white population from the 
yoke under which they were groaning. But, having been liberated, they 
openly regret the old days. It was to inaugurate an era of unparalleled com- 
mercial prosperity. Yet it is the total stagnation of trade and the impending 
ruin of the country that are pleaded as necessitating the importation of 
Chinese. It was to protect the Kaffir from the Boer, but we find that the 
“boys wish to call back the days of the republic.” It was to maintain the 
rights of our Indian fellow-subjects. But our Indian fellow-subjects are 
now occupied in setting forth “the respects in which the advent of British 
rule has left the Indian community in a worse position than under the Boer 
regime.” 

Again, the test case of America is cited as showing that “the 
imperialist would incur no risk and sacrifice no shadow of material 
interest in the disinterested service to humanity.” In the face of 
all this evidence, the conviction has, Mr. Hobhouse believes, begun 
slowly to formulate itself in the mind of the English voter that the 
“new imperialism stands, not for a widened and ennobled sense of 
national responsibility, but for a hard assertion of racial supremacy 
and material force;’ that the new imperialism has nothing in 
common with the conception of colonial self-government of the older 
generation of statesmen which is the glory of England’s political 
history—nothing in common with this but the name. The old 
policy had made for peace, the new 

meant perpetual warfare, battles which, where black or yellow men were 
concerned, became sheer massacres, campaigns which, where a resolute white 
race stood in the way, involved desolation unspeakable, the destruction of 
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political and personal freedom, and the erection on their ruins of an 
un-English type of overpaid and incompetent officialdom, the cold- 
shouldering of the British immigrant and the recrudescence of servile labor. 


The working of imperialism in domestic affairs is declared to 
have been equally sinister. Imperialism found the country “ripe 
for social reforms,” the achievement of which was conceived to be 
the fitting occupation of popular government. These reforms have 
not been undertaken. 

The dream of combining a “spirited,” that is in reality an aggressive, 
foreign policy with domestic reform has melted away. The absorption of 
public attention in foreign affairs paralyzed democratic effort at home. 
The worst of governments could always retain power by raising the 
patriotic cry. 

Meantime the doctrine of evolution through struggle and sur- 
vival of the fit has developed a crass materialistic fatalism, in 
accordance with which the conditions of progress are determined 
in biology, in complete disregard of the mandates of ethics. The 
right is the useful, the efficient, the powerful. The ideals of self- 
government give way to those of domination of the weak by the 
strong. 

Our author, however, retains his faith in the power of popular 
government to right all this, and sees the signs of change at hand. 
One may, indeed, note in this connection, the recent vindication, by 
an overwhelming majority, of England’s traditional trade policy, as 
one point gained against the onward march of militarism, which 
seems at least temporarily to have failed in its effort to widen the 
basis of taxation, in order that the burdens of perpetual warfare 
may be eased a bit. 

An interesting portion of Mr. Hobhouse’s discussion is that 
which relates to the programs of the Labor Party and of the 
Socialists. These programs he does not conceive to be inconsistent 
with the ideals of government entertained by such leaders as Cobden, 
Gladstone, and Mill. The problem is conceived to be, as it is in 
fact generally admitted to be, the preservation of individual 
liberty, which is more precious than any degree of material gain, 
in a state of social, one may perhaps say socialistic, co-operation 
for the common welfare. Cobden championed the cause of 
individualism against class rule, and generally opposed government 
interference and labor organization. But the government which he 
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opposed was not a democratic one. It is felt that neither he nor 
Mill would necessarily have opposed a positive program of govern- 
ment action where the government is organized on the wide basis 
of universal suffrage, and where therefore class rule does not obtain. 
It is true that Mill made many concessions which gave evidence 
that he was in sympathy with the ideals of socialism; but the domi- 
nating note in Cobden’s philosophy is individualism and freedom. 
It is difficult for some of us to associate either of these names with 
municipal trading enterprises. 

We cannot speak too highly of this excellent piece of work. In 
England, perhaps more than in any other country, economic 
treatises are still written in the full conviction that those who 
determine the nation’s policies are open to the appeal of reason. It 
was in this spirit that Mill wrote; and, it may be added, the present 
treatise will not suffer in comparison with the best writing done in 
England. It is to be hoped that the book will fall generally into the 
hands of American readers. Imperialism threatens the same blight 
upon our democratic institutions as it has achieved in England— 
the same blight as it achieved in China 2,500 years ago. 

Joun CuMMINGs. 


University oF CHIcaco. 


Agricultural Economics. By Henry C. Taytor, Assistant Pro- 
fessor of Political Economy in the University of Wisconsin. 
New York: The Macmillan Co., 1905. 8vo, pp. viii-+327. 

In this book the emphasis seems to be on economics, rather 
than on agriculture. In the first chapters, on factors of agricultural 
production and the economic properties of these factors, we find 
little more than the ordinary statement of the functions of land, 
labor, and capital in production. The author has the advantage of 

a thorough, modern training in economics, and has spent much time 

in first-hand study of agricultural conditions in different countries. 

With the abundance of economic textbooks and the scarcity of 

books on agriculture, it is to be regretted that this author could 

not have placed more emphasis on agriculture and less on the more 
difficult and theoretical discussion of economic problems, such as 
the distribution of wealth, and the organization of farm labor. 

In the chapter on “Organization of the Farm” the author 
uphoids the modern tendency to specialization and commercial 
farming against the earlier ideal and condition of independent self- 
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sufficiency. One might perhaps question Professor Taylor’s 
statement of the goal which the statesman should have in view, 
unless he is legislating for the agricultural industry. He says: 
“The highest long-time average value of the product of this 
industry is, then, the goal,when agriculture is viewed from the 
standpoint of the nation as a whole.” Is it not the highest long- 
time average product, rather than value of product, which is 
important to the nation as a whole? 

The other topics treated are: “Size of Farms,” “Prices of 
Agricultural Products,” “Value of Farm Lands,” “The Farmer’s 
Means of Acquiring Land,” “Tenancy and Land Ownership in the 
United States and in England.” 

The economic influences which have governed the distribution 
of population between different industries and different sections of 
the country receive scant attention. The economic importance of 
agricultural methods which will maintain soil fertility is not 
adequately treated. This is a fundamental problem of great magni- 
tude which our wealth of rich land has caused us to neglect, but 
that does not excuse a writer on agricultural economics from 
omitting it. 

In addition to the theoretical discussions, the book contains a 
few tables of prices, of tenancy, and other data which add to its 
convenience as a textbook. 

Wituiam HI. 

UNIverSITYy oF CHICAGO. 


Model Factories and Villages: Ideal Conditions of Labor and 
Housing. By Bupcett Meakin. London: T. Fisher 
Unwin, 1905. 8 vo, pp. 480 (2009 illustrations). 

Mr. Meakin’s book is a very interesting one, and much might 
well be said in praise of the painstaking way in which the author 
has assembled his material. Its moral effect is greatly enhanced by 
the really unique set of illustrations with which it is so profusely 
supplied. 

There is undoubtedly a tendency on the part of many of the 
large employers of labor throughout the world to ameliorate, as 
far as possible, the conditions under which employees perform 
their daily work, and this has manifested itself not merely in the 
improved ventilation and lighting of factory buildings and work- 
rooms, but in the provision of meals, in the establishment of schools, 
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classes, lectures, reading-rooms and libraries, in arrangements for 
recreation and physical exercise, even in the appointment of social 
secretaries whose main duty it is to promote the social well-being 
of the employee. About al! these and associated topics Mr. Meakin 
writes plainly, straightforwardly, but attractively. Firms such as 
the National Cash Register Co., of Dayton, Ohio, frankly declare 
that they carry on their “welfare” work because it pays. It is 
difficult to come to any other conclusion than that it must pay. 
Better working surroundings, the provision of cheap wholesome 
meals, stimulation to reading, etc., cannot help but exert a powerful 
stimulation upon the economic efficiency of the worker, and should 
certainly promote amicable relations between employer and 
employee. The chief danger confronting reform of this kind is 
that of paternalism. It is one very difficult to avoid, stili more 
difficult to prevent the workers from imagining its presence, and, 
whether present actually or in the imagination of the workers, the 
result is a very serious diminution of the good that could otherwise 
be accomplished. The author briefly calls attention to this matter, 
but could well have devoted more space to emphasizing the 
importance of the caution he gives. 

The first and longer part of Mr. Meakin’s book is devoted to a 
detailed account of labor conditions. The second part deals with 
industrial housing as exemplified in the houses and villages estab- 
lished by employers for their work-people, in many parts of the 
world. Here, as in the earlier section, the best work of the author 
is in his description of what has already been accomplished in this 
direction. At the same time, his remarks upon the solution of the 
housing problem are by no means unimportant. We note with 
appreciation the soundness of much that he says. Thus, for instance, 
he realizes the desirability of careful supervision of the present and 
future physical growth of our towns, so that adequate and well- 
arranged streets, and a sufficient number of open spaces, parks, 
and boulevards, shall be provided for. His position on the relation 
of public enterprise to private in housing matters, if we interpret 
it correctly, disapproves of the undue haste shown by the former 
to displace the latter. 

Mr. Meakin settles the question of unearned increment rather 
dogmatically, but this may well be forgiven in view of the real 
usefulness of the volume he presents. It is well worth reading. 

Ernest R. Dewsnup. 


UnIveERSITY OF CHICAGO. 
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Select Documents Illustrating Medieval and Modern History. 
By Emit Retcu, Doctor Juris. London: P. S. King & 
Co., 1905. Pp. xvi+794. 

Dr. Reich has favored us in this volume with a compilation of 
the most important historical documents of the medizval and mod- 
ern ages, that cannot fail to be of the highest value to university 
and other teachers of history. Placed in the hands of students 
possessing the necessary linguistic apparatus (principally Latin and 
French), it should do much toward creating that intellectual 
atmosphere which the mere study of textbooks can not accomplish 
in a lifetime. 

The documents cover the period from that famous landmark in 
the progress of Christianity, the Edict of Milan, 313 A. D., to 
Bismarck’s life-triumph, the Constitution of the German Empire, 
1871; and every historically important country in Europe, and, in 
addition, America, is represented. A very interesting section is 
devoted to “General Institutions of the Middle Ages,” and includes 
documents very useful in the light they throw upon feudal relation- 
ships ; also one of the letters of Stephen of Blois to his wife (1098 
A. D.) well known to students of the First Crusade, as well as other 
later records. The importance of the church in European history 
is recognized by the devotion to it of some 120 pages. 

Any selection of documents covering such a lengthy and varied 
period must be open to more or less difference of opinion as to its 
inclusions and omissions. On the whole, Dr. Reich has been very 
successful in his discrimination, though one fails at times to under- 
stand the logic of his arrangement of individual records. For 
instance, the Edict of Nantes is placed by him, and naturally so, 
in the part assigned to France, but the Test Act of 1672, which, 
being local rather than general, would fall, with equal naturalness, 
under England, is relegated to the section on church history. Those 
using the volume will be under obligation to Dr. Reich for two 
helpful features—one, a series of explanatory and reference notes 
prefaced to the various documents ; the other, a very complete index 
and glossary. 

While much of the material lies outside of his special field, the 
student of economic history will find included not a few documents 


of considerable interest to him. 
E. R. D. 


University oF CHICAGO. 
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Money Inflation in the United States. By Murray SHIPLEY 
WitpMaNn, Ph.D. New York: G. P. Putnam’s Sons, 1905. 
I2mo, pp. 227-++index II. 

The study of psychology has put education upon a scientific 
basis and has had great influence upon the development of 
sociology, but its application to economics is being worked out 
very slowly. 

Panics have long been referred to psychology for an explana- 
tion and theories of value for a basis; but the results have been 
more or less vague and unsatisfactory. Mr. Wildman’s book 
analyzes four panics that have occurred in the history of the United 
States, and offers a psychological explanation for one of their 
phases. He has made a study of money inflation, which occurred 
at four different times, showing that the same economic conditions 
prevailed in every case and induced the same mental attitude. In 
such a study we come nearer to the sources of public opinion in 
America than in any book with which the writer is acquainted. 

In the first part we have the statement of the hypothesis : 

All social movements, however permanent or transient their effects may be, 
are essentially emotional, even though they may rest, ultimately, upon a sound 
intellectual basis. . . . . Thought is analytic first, and synthetic afterwards. 
Action results from fusion of thought-processes under emotion. 
Thought in isolation has no impulse to fuse with other thought by 
disregarding differences; hence isolated minds are rigid, isolated 
communities conservative. Social institutions can arise only from 
community of ideas. Common economic interest is, therefore, the 
foundation of institutions, because it is the foundation of common 
ideas. 

The second chapter shows how two classes of opinion are 
formed. The possessors of wealth tend to protect the existing 
régime, and the non-possessors to change it. These two main 
classes are divided into rural and urban communities, of which the 
rural, for reasons above stated, are the conservatives. 

Part II is an examination of economic and social conditions 
at four periods: 

1. Shay’s rebellion (1786). Extravagance during the War of 
the Revolution, and the sudden expansion following it, led to debt 
and insolvency, and the non-possessors revolted against the pos- 
sessors. 
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2. The banking mania (1811-37). As usually, stated, this was 
caused by the rapid growth of industry and commerce, inflated 
credit, rising prices, and scarcity of circulating medium. The 
social and economic conditions back of ii were the increase of 
territory by the Louisiana Purchase, rapid growth of population 
and settling of the West, and, on the other hand. the decrease of 
isolation through newspapers, public schools, and the literary 
development of New England. At this time the development of a 
new type of democracy in the West was represented by Andrew 
Jackson, and was characterized by much feeling against the 
possessors of wealth in the East, and by a desire to repudiate debts. 

3. The Greenback movement (1868-76) was the result of con- 
ditions following the Civil War. The institution of new business 
methods, machinery, excessive demand for goods, and especially 
the growth of railroads, resulted in great losses to some, in 
abnormal profits to others. There was a large debtor class and the 
disbanded army formed a class of discontented which might be 
called a proletariat. The war, too, had developed a spirit of 
adventure, or at least an expansion of ideas in business which 
demanded more money to carry them out. The Labor Reform 
Party, formed in 1872, declared for Greenbacks, and the agri- 
cultural element got a bill passed to increase legal tender to 
$400,000,000, but the latter was vetoed by President Grant. 

4. The agitation for the free coinage of silver, (1878-96). 
This developed along with another westward movement of the 
frontier and the development of class interests in the mining states. 
During the same years farmers were learning to act together, 
newspapers were read, and local granges were started to elevate 
the people socially, economically, and intellectually. All kinds of 
questions were discussed in the granges, but there was an under- 
lying feeling of hostility toward the “money power.” To this 
feeling and to sectional animosity is due the formation of the 
People’s Party at Cincinnati in 1891. Many inflationists of this 
period were not debtors at all, but believed free silver would give 
the poor people a fair chance. Economically speaking, however, the 
lines of cleavage were the same they had been in Shay’s Rebellion— 
the Haves against the Have-nots; rural vs. urban communities. 

Although the book is far from controversial in its tone, its 
reading will certainly do much to create harmony of opinion on 
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the subject of sound money. As a study of the formation of 
opinion on one question it is very suggestive. Comparative studies 
of other economic questions might give valuable contributions to 


psychology as well as to economics. 
CaROLINE M. HI. 


CuIcaco. 


Die reichsstadtische Haushaltung Niirnbergs. Dargestellt auf 
Grund ihres Zustandes von 1431 bis 1440. By PAUL SANDER. 
Leipzig: B. G. Teubner, 1903. 8vo, pp. xxx-+938. 

Niirnberger Ratverlisse iiber Kunst und Kiinstler im Zeitalter 
der Spiatgotik und Renaissance (1449 1618). Quellen- 
schriften fiir Kunstgeschichte und Kunsttechnik des Mittel- 
alter und der Neuzeit. Neue Folge, XI-XIII. Band. By 
Tu. Hamre. Wien: Karl Graser & Co.; Leipzig: B. G. 
Teubner, 1904. 8vo; 3 vols., pp. xxxiv-+618, 541, and 
vi+137. 

Municipal finances and municipal accounting are subjects which 
during the last decade have attracted the ever-increasing attention 
of almost all students interested in municipal affairs, and every 
new publication which enhances our knowledge in this regard com- 
mands interest. 

As the title indicates, Sander devotes the larger part of his book 
to a description of the finances of Nuremberg in the years 1431-40. 
It may, at first sight, surprise that our author devotes so much 
space to the description of the financial administration of a city, 
at that time of 20,000 inhabitants, for so short a period as a 
decade. But it should be remembered that Nuremberg, with its 
20,000 inhabitants, was one of the most important commercial, 
manufacturing, and intellectual centers of Europe, and that, more- 
over, the municipal council exercised as much power over the 
city and its surroundings as the ruler of any of the other states 
constituting the German Empire. The variety of the financial 
interests and transactions of the municipal government of Nurem- 
berg was, indeed, much greater than it is nowadays in cities of 
similar or even considerably larger size. If Sander then really 
wanted to fulfil his aim of making a thorough systematical analysis 
of the financial administration of Nuremberg for one period, he had 
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to restrict himself to a comparatively short time, and this restriction, 
indeed, is the basis of the success of Sander’s work. It enabled 
him to reach absolute completeness for the decade in question, and 
as a consequence we are today perhaps better informed of the 
financial system and the financial operations of Nuremberg in the 
years 1431-40 than we are of any other city for any other decade; 
and we are certainly better prepared to study municipal accounting 
and municipal finances in any country at any period than we were 
before the appearance of Sander’s book. 

While Sander in laying his main stress upon the period from 
1431 to 1440 shows us the free city of Nuremberg at the highest 
point of its economic and intellectual development, the collection of 
decrees of the municipal council edited by Theodor Hampe starts 
shortly after that decade and leads us down to the time of depres- 
sion in the Thirty Years’ War. These decrees are contained in a 
series of more than two thousand small volumes mostly writte1 in 
a very bad and negligent hand, and the task of Hampe would have 
been a tremendous one even had he not accompanied the original 
text with numerous notes which show-his close familiarity with 
the other unprinted and printed material on the subject. A short 


introduction on this literature and very careful indexes enhance 


the value of his work. 
The abundance of information which the student of economics 


can derive from this collection is still more surprising in view of 
its title than in the case of Sander’s work. The distinctions 
between arts, artistic handicrafts, and simple handicrafts were so 
vague in old Nuremberg that Hampe necessarily desisted from 
drawing a sharp line between them and included several thousand 
decrees which in fact pertain to the relations between the municipal 
council and the handworking industries. 
R. R. Kuczynsk1. 
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